| MARKET RESPONSE TO ANNUAL REPORTS ~ 


AGALINE! 


and BUSINESS ANALYST ug 


N- } a =< 

RBALISTIC APPRAISAL. OF ] ‘A\ ! 0 Bl oe ff 
THE BUDGET er \ tg | Dy 
BY JAMES J. BUTLER % yee a 

s AS 

f 4, 

2 a 


| a 
a 


OXYGEN NEEDED Ay 
MORE THAN EVER TODAY Wy 

















85 CENTS 





FEBRURAn.. 1, 1958 
} ica r 








DIVIDEND OUTLOOK FOR 1958 
BY WARD GATES ft 






a 






FEDERAL ROAD BUILDING PROGRAM 


WHICH TOBACCO TO LEAD 
IN 1958 


GENERAL MILLS 


_* 
t 
f 
— 4 ~ ! 
a a 
Sie’ il ‘ a e 











Only STEEL can do so many jobs | 
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First Automatic Teamaker. art 
tea industry, the restaurant indu 
machinery manufacturer have perf: 
teamaker. It dispenses hot tea, ice 
water at the touch of a button. Lik 
food equipment, it is made from 
Stainless resists corrosion, is easily 
and new forever. Don't forget, you wan vuy Stainiess Steel 
equipment for your kitchen, too. 
The Heart Of The Atomic Reactor. The world’s first 
full-scale atomic power plant devoted exclusively to serving 
civilian needs is now in operation at Shippingport, Pa., 
northwest of Pittsburgh. Here, the nuclear core, or charge of 
fuel, is being lowered into position. Inside the cylindrical 
barrel is the nuclear fuel assembly, approximately 6 ft. in 
length and over 6 ft. in diameter. The unit weighs 58 tons 
which includes the 14 tons of natural uranium surrounding 
165 lbs. of highly enriched uranium “seed.” The “hot” 
nuclear reaction takes place within the core, to drive a tur- 
bine generator of 100,000-kilowatt capacity. The core barrel, 
as well as some parts of the core itself, is made from ultra 
high-quality steel. 
. % 
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Boring Work. Notice the 3! 4-foot-diameter holes near the man at the right. They penetrate through 200 feet of rock and coal 
The big coal-mining machine operates just like a carpenter's auger. The coal “chips” are loaded directly onto the truck with 
a conveyor belt. Each auger is 17 feet long, and they are chucked together to make up one long string. Auger blades are made 
from USS Cor-TEn Steel which has 50% more strength (yield point) than structural carbon steel, four to six times the re- 
sistance to atmospheric corrosion, and good resistance to abrasion. 
American Bridge American Steel & Wire and Cyclone Fence . . . Columbia-Geneva Steel 
Consolidated Western Steel . . . Gerrard Steel Strapping . . . National Tube. . . Oil Well Supply 
Tennessee Coal & Iron . . . United States Steel Homes . . . United States Steel Products 
United States Steel Supply . . Divisions of United States Steel Corporation, Pittsburgh 
Union Supply Company - United States Steel Export Company - Universal Atlas Cement Company 
USS and COR-TEN are registered trademarks. = 
Watch the United States Steel Hour on TV every other Wednesday (10 p.m. Eastern time) 6-26 —_ 
FEB 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi 
lends 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 

Dividend No. 32 

25/2 cents per shore; 


CUMULATIVE PREFERRED STOCK 
4.24%, SERIES 

Dividend No. 9 

26'/2 cents per share; 
CUMULATIVE PREFERRED STOCK 
4.88% SERIES 

Dividend No. 41 

30) cents per shore 


The above dividends are pay 
able February 28, 1958, « 
stockholders of record Febru 
ary 5. Checks wall be Mate 

from the Company's office in 
Los Angeles, February 28 





P.C. HALE, Treasurer 


a COLUMBIAN 
CARBON COMPANY 


One-Hundred and Forty-Fourth 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 
cents per share on the Capital Stock of 
the Company will be paid December 
10, 1957 tostockholders of record at the 
close of business November 15, 1957 


RODNEY A. COVER 
Vice-President — Finance 
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Uniteo States Lines 


Company 
Common 
Stock 


\ \ DIVIDEND 


The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable March 7, 1958, 
to holders of Common Stock of record 
February 21, 1958. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 











What is the 


‘The Bell System is wires and cables and 
laboratories and manufacturing plants and 
local operating companies and millions of 


telephones in every part of the country. 


Ihe Bell System is people . . . hundreds 
of thousands of employees and more than 
a million and a half men and women who 


have invested their savings in the business. 


It is more than that. The Bell System 





is an idea. 


It is an idea that starts with the policy 
of providing the best possible telephone 


service at the lowest possible price. 


But desire is not enough. Bright dreams 
and high hopes need to be brought to earth 


and made to work. 


You could have all the equipment and still 


not have the service you know today. 


You could have all the separate parts of 
the Bell System and not have the benefits 
of all those parts fitted together in a nation- 


wide whole. 


Bell System ? 





The thing that makes it work so well in 


your behalf is the way the Bell System is set 


up to do the job. 


No matter whether it is some simple mat- 
ter of everyday operation—or the great skills 
necessary to invent the Transistor or develop 
underseas telephone cables to distant coun- 
tries—the Bell System has the experience 
and organization to get it done. 

And an attitude and spirit of service that 


our customers have come to know as a most 
important part of the Bell System idea. 


Bell Telephone System 


on Oar A 
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The Trend of Events 


CAN WE HOPE? ... If the reduction in margin re- 
requirements from 70% to 50% was an attempt to 
stimulate the stock market for its psychological 
effect on security buying, it fell far short of its pur- 
pose, because investors who stayed out of the market 
did so because of the uncertain outlook for various 
companies, and not because margins were on a 70% 
level. 

Nor did the reduction to 50% bring about any 
change in minimum maintenance requirements for 
margin accounts—since so many investors suffered 
severe losses in 1957 and are now being carried by 
their brokers near the minimum maintenance levels. 
Thus the reduction in margins could give them no 
additional buying power. 

More realistic steps would have required an act 
of Congress, and would call for a rescinding of the 
tax law which stipulates a six months retention be- 
fore a security buyer can be entitled to a minimum 
tax status under the Capital Gains Law. The repeal 
of this provision is a must if we are at this time to 
st.mulate that necessary healthy speculative market 
interest in securities that is badly needed to encour- 
age more constructive thinking about the future. 

Of course the outright re- 


ment of a 25% tax on profit-taking has become a 
mental block, on the reasoning that if a stock should 
lose 25% of its gain the holder would be no worse 
off—and, on top of that, would not have been obliged 
to pay a broker’s commission for selling and an ad- 
ditional commission when buying a replacement. 

This lack of willingness to sell has led to the very 
thin markets which have prevailed for a very long 
time—and is in a large measure responsible for the 
exaggerated prices at which many securities have 
sold in recent years—and is also why a number of 
representative stocks are now selling from 30 to 60 
points below their highs. This situation is further 
aggravated by the uncertainties of the moment in 
the earnings-dividend outlook for the companies— 
the deflationary trend now in the making—and the 
prices at which these issues would sell in a decline 
that might go to extremes under shock news, either 
domestic or foreign. 

Repeal of the Capital Gains Tax, or, ata minimum, 
the six months provision, would have an electric 
effect on the securities market and would broaden 
the capital market too. Altogether it would tend to 
eliminate uncertainty, increase confidence and stim- 

ulate business activity into 





peal of the Capital Gains Tax 
itself is one of the most im- 
portant contributions the gov- 
ernment could make to a 
sound securities market. This 
law has become an influential 
market factor, greatly distort- 
ing the perspective of many 
an investor. When common 
sense and research suggests 
that a stock be sold, the pay- 





| regular feature. 
| 





We call the attention of the reader to An 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


new ventures. 

active rising market 
would produce the psychologi- 
cal fillip that business and in- 
vestment have traditionally 

| looked to from the Stock Mar- 
ket. Even a steady market 
would be interpreted by busi- 
nessmen, investors and the 
general public as a sign that 
there is a great deal of sta- 
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bility underlying our economy, and lift the fear 
psychology. 

It is clear that the cancellation of the six months’ 
retention provision is an essential step for producing 
an active market in securities at this time when it is 
difficult to see that far ahead. It would be an impor- 
tant consideration for professional investors and 
traders who make the market (whether the Capital 
Gains Tax itself is eliminated or not). 

Elimination of the six months’ provision would 
benefit everybody, and would eliminate the emotional 
thinking which is now interfering; with the reason- 
able and orderly handling of our affairs. 

But will Congress take such a realistic step in an 
election year—or will they let us limp along with 
expedients that won’t accomplish anything? Yet 
we have reason for hope—since there are a number of 
strong men in Congress today dedicated to the well- 
being of the country as a whole. Men who might 
exercise the courage, stamina—and that greater cour- 
age required to make their decisions on realities 
rather than politics. 

Actually it would be in their best interests to do 
so, regardless of the pressures put upon them, for 
these men can be the leaders of tomorrow, if they act 
with firm resolve. Vacillation weakens a man’s pur- 
pose and dilutes his inner strength—and when that is 
gone there is nothing left but an empty shell and the 
shallow ring of political oratory which everybody 


recognizes for what it is. - I Y ' 
a iJ - Utror : 

WATCH YOUR LANGUAGE! ... If Hoffa’s victory is 
any indication of what the Government is going to 
do about union leaders who have been found guilty 
of betraying the trust of the members, the decision 
in favor of Hoffa serves notice that labor legislation 
is going to fall by the wayside in this election year. 


_It is maddening to contemplate, and makes it easy 
to widerstand the galt of Me. Reuther in making a 
play for a share in the profits of American industry. 
The turn of events in the Hoffa case clearly tells 
Mr. Reuther he has nothing to fear and can go on 
and play his “cat and mouse” game for high stakes 
without interference. 

How much longer can we sit on the side-lines and 
permit racketeers to wield such great power in our 
country—to force their will on the American worker 
—so that in order to hold a job he has to become a 
member of their unions and submit to their dictator- 
ship in_a supposedly free country. 

I cannot believe e matter will rest there, 
for the indignation is so great that demands may 
force the action called for in this disgraceful situa- 
tion, which has encouraged the spread of racketeer- 
ing to various areas of our national life. 

The insecurity in our country today can be com- 
pared to the Dark Ages of the 9th through the 13th 
century, when highwaymen ruled the byways of 
Europe—when no man or woman was safe—and when 
the people of that time were forced to pay tribute 
to organized gangsters. 

It is clear that the situation has become serious— 
that appeasement will only make matters worse— 
that unless we put an end to this brazen banditry 
this country is Aurely headed for a “gan ster ic icte 
torship”’. \ a? And, t Anns oy * AX ae 


RAISING THE DEBT CEILING . . . In the light of, the 
















deflationary trends that have set in, we believe that 
the proposal to raise the debt ceiling $5 billion will 
not be endangering our financial position or the 
value of the dollar. 

And in the coming issue we will have a 2-page 
editorial going into the matter simply and clearly, 
so that our subscribers, both as businessmen and 
investors, will receive a practical evaluation of the 
impact of this move. 


SWINDLE—SWINDLE—SWINDLE! .. . The other night 
we watched a television broadcast—and it is coming 
to a pretty pass when one full hour needs to be de- 
voted to warning the public about a whole series of 
every-day swindles. 

On top of all these petty swindles, the press of 
the following day ran a front page story of a real- 
estate fraud which has taken $5,000,000 away from 
people who can ill-afford to lose their savings. Aware 
that the old type “bucketeers” were now operating 
in real estate, we ran a warning article in our last 
issue calling attention to the doubtful nature of the 
new type of real estate “investment” which was be- 
ing offered to the public to net 8% to 10°%-—and now 
we learn that the real estate promoters of yester- 
day’s fraudulent operations in New York were of- 
fering 12% return to the naive prospect for get-rich- 
quick securities. 

Again we want to emphasize the need for avoiding 
corporations where financial statements are not 
available and where the protection of the S.E.C. 
restriction is absent. 

In most of these real estate organizations selling 
stock today it is well to remember that while the 
management will shift the investment risk to the 
buyers of their stocks, they will retain control of 
the properties themselves. 


THE TRAGEDY OF ROBERT YOUNG. ... It seems out of 
character for a man with his fighting spirit to have 
taken his own life. And yet the pressures on our 
executives today are almost unbearable and even un- 
balancing. 

To meet the demands of this new age and to deal 
with the overwhelming problems in which even inter- 
national interests are involved, calls for deep think- 
ing and an atmosphere in which intense concentra- 
tion makes constructive planning possible. In itself 
the task is Herculean, if captains-of-industry are to 
conduct their affairs properly at this crucial time- 
and keep their companies in a sound position. 

But when they are subject to harassments from 
labor—from government—from politics, it is just more 
than a human being can stand physically and men- 
tally, and accounts for the losses we have suffered 
through heart failure and other causes which have 
taken men we could ill-afford to lose because of their 
background, vast experience, and their sense of re- 
sponsibility in carrying on their jobs. 

Mr. Robert Young was a genius, a character and 
an individual who did things in his own way. But he 
was a builder and we will feel his loss keenly—we are 
heart-sick that he had to go that way, which could 
only have been caused by the severest kind of mental 
pressure, for he was a man of great courage. In the 
final analysis, we can be sure that he sacrificed his 
own interests to that of the companies with which he 
was involved. 


| Bustess, FINANCIAL and INVESTMENT COUNSELLORS: :1907—“Over Fifty-one Years of Service’—1958 


556 


THE MAGAZINE OF WALL STREET 


aa hh at ae ets oh etl 


— hh fete Ae 


lt eel ete et eet et eee et 


—_— =~ 


“ 


ee ae ae ee a 


as ft AF 


ih A & 


Th 


ae bf te [Oe ee ee Oe bee 


that 
will 
the 


page 
arly, 

and 
f the 


light 
ning 
> de- 
os of 


s of 
real- 
rom 
vare 
ting 
last 
the 
- be- 
now 
‘ter- 
. of- 
‘ich- 


ling 
not 
E.C. 


ling 
the 
the 
| of 


t of 
ave 
our 
un- 


leal 
er- 
nk- 
ra- 
elf 
» to 
1e— 


om 
ore 
en- 
red 
ive 
eir 
re- 


ET 


As J See Jt! 


By ROBERT GUISE 


ENCOURAGING AMERICAN MONEY 
TO FLOW ABROAD 


n the past several weeks the Federal Reserve Board 

first reduced the discount rate from 314 to 3 per- 
cent, and then in quick succession lowered margin 
requirements and shaved another 14 percent from 
the discount rate. Yet despite these supposed shots 
in the arm for the economy, there is no sign that 
businessmen are beating at the doors of banks to 
take advantage of the more favorable rates. 

In fact, the latest statement of the Board indicates 
that money is actually runing back into the banking 
system at a prodigious rate—and if the process con- 
tinues the result will be 


countries to 35 per cent in backward areas—and 
helps to understand why the various countries have 
been rushing into the American market for their 
capital needs. And what is more, foreign companies 
are doing the same and selling both equities and 
bonds at a lower cost than they would have to pay 
anywhere else in the world. 

In the case of Royal Dutch, which is presently 
offering $228 million in stock to the American public, 
the current move represents a sharp turn-around 
from their usual policy of doing their financing only 
in Europe, and is a nat- 
ural follow-up to their 





additional pressure on 


interest rates and fur- \ f 
ther cuts in the discount _— 
rate. 


Thus the Fed may find 
that instead of control- 
ling the money market, 
its actions are actually 
lagging behind prevail- 
ing conditions and that 
its policies are being dic- 
tated by borrowers, 
rather than the other 
way around. 

The new trend in in- 
terest rates is welcome 
news, however, to Treas- 
ury officials faced with 
the enormous task of 
“rolling over” $75 billion 
in federal debt in 1958. 
They will find the banks 
much more willing to 
take on government 
bonds now that the bond 
market has stabilized, 
when they see the bor- 
rowers they counted on 
are not as eager as they 
were just a short time 
ago. 

The lower cost of gov- 





Vou’ve Got to Know When to Zig and When to Zag 


listing on the New York 
Stock Exchange. It is 
significant that until re- 
cently, American share- 
holders of Royal Dutch 
securities were not en- 
titled to exercise their 
preemptive rights, but, 
instead, were forced to 
sell their rights at prices 
predetermined by the 
corporation. It is inter- 
esting that this is a prac- 
tice among a large num- 
ber of foreign companies, 
who allow Americans to 
buy their securities in 
the open market but our 
citizens are unable to 
subscribe for new stock 
offerings. This is true of 
sowater Paper, the 
Hawker-Siddeley Group 
and others. 

The curious aspect of 
this new flood of foreign 
financing is that it comes 
hard on the heels of the 
complaint in many parts 
of the world that Ameri- 
ican business and inves- 
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ernment financing will 
also be welcomed by the 
weary taxpayer who has watched the rising cost of 
servicing the national debt take an ever-increasing 
share of his tax dollar. 

But what is disturbing about the present situation 
is that while it has done little to stimulate American 
business, it has given foreign governments and cor- 
porations a handy tapline into America’s financial 
resources. For many of them are finding that although 
they cannot receive the same low rates afforded to 
our prime domestic risks, they can do their financing 
in this country much more cheaply than at home. 
A glance shows that prime rates around the world 
are ranging from 8 per cent in the better situated 
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tors already have too 
large a stake in their 
countries. In fact, feeling on this score was an im- 
portant issue in the Canadian elections, despite 
which an important Canadian utility, Consolidated 
Electric of Montreal, is financing in our markets. It 
seems the Canadians are not ready to accept the low 
rate of return offered on these issues. 

However, the inconsistency of foreign pique is not 
as disturbing to us as the drain their operations 
place on our capital resources. Capital funds sent 
overseas are not available to American business, and, 
despite the temporary slowdown of capital require- 
ments at home, our long term needs are enormous. 
But it is understandable (Please turn to page 604) 
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The Market Response To Annual Reports 


The market is viewing the deepening business recession with considerable equanimity ; 


but many individual stocks will be tested by poor earnings reports, some by dividend cuts. 


We do not see a near-term basis for anything better than selective, trading-range fluctua- 


tion. A conservative, discriminating investment policy continues in order at this stage. 


By A. T. 


Baotn over the last fortnight and since the start 
of the year, the stock market’s performance has been 
better than the business-financial news. The latter 
is dominated on the one hand by reports of deflation 
in production, new orders, backlogs, employment, 
income, etc., and on the other by further mild credit- 
easing moves, hopeful prophesies by the Administra- 
tion, forecasts of increased defense spending and 
talk about tax cuts or other pump-priming measures 
if the recession threatens to become serious. All of 
this against the sobering backdrop of intensified 
cold war by Russian Communism against the Free 
World in general and the U. S. in particular, while 


MILLER 


we are repeatedly told that we lag in military power, 
with our survival at stake. 

Yes, the market seems surprisingly cheerful at the 
moment. After several tries and failures within re- 
cent weeks, the daily industrial average managed 
to push above its late-November rally high of 449.87 
for closing prices by a sizable fraction in last week’s 
final session, ending the week at 450.66. However, 
intra-day highs in the 452-453 area were reached 
both November 29 and January 16, the latter in 
abortive response to news of the cut in margin re- 
quirements from 70% to 50%; trading volume in 
both instances was heavier than last Friday’s, when 

the spurt may have stemmed in some 





THE MARKET IS A TUG-OF-WAR 
PRODUCES THE FLUCTUATIONS THE MAGAZINE OF WALL STREET 1909 


MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 


measure from short covering; and the 
452-453 supply level has yet to be defi- 
nitely penetrated at this writing. 
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39 ~~ SUPPLY OF STOCKS 1 4 oe et 959 Utility and Rail Performance 
As Indicated by Transactions . 

$308 ft oh eee ate 330 Soundly founded on earnings-dividend 
prospects, plus easing money rates, the 
310 310 uptrend in utilities, as well as in better- 
290 290 grade industrial income stocks, carried 
- further over the past fortnight. The 
27 210 utility average has now made up over 
SHH 78% of the entire decline from the May, 
2508 SiH 250 1957, bull-market top to last October’s 
: Yy low. The rail average rallied slightly 
23 | | MMM OYULLO LEE, _ eS 230 further to a closing level of 107.63, but 
here again there has not yet been a 
2108 1 as indicated by Transactions ++—+ “AMM itt tt 210 clear-cut upside penetration en the basis 
19¢ at Risina Prices Bab dSeeeeEeeceeres of intra-day highs; and, even if it came, 
MEASURING INVESTMENT it would ~ — more —— —_ 
extension of a trading-range rally. The 
AND SPECULATIVE DEMAND recovery to date is less than 14% of the 
QQ _—————— eee prior 1956-1957 decline. In the case of 
ore | | 1 | | the industrial average, the comparable 
4208 4a, gf — S| et le figure is a little over 30%. The average 
M.W.S. 100 HIGH PRICE STOCKS | | | | | | is less than 8% above its October low. 
400 tS ett SCALE AT RIGHTS —|-|-|_| 1 1-1-1 1 1 1 og Since about a 16% advance — unwar- 
ranted by presently foreseeable trends 
3008 +) -——-— i te tt tt 210 of business activity, corporate earnings 
- | | | a and dividends — would take it back to 
ESS. eV.D. 1 7a | Sale | eel | Lol 200 untenable over-valuation around the 
308 iM LLL et 180 1956-1957 triple-top level of 521, it is 
| apparent that prospects for stretching 

|_| the rally phase are questionable. 
P42 13-0273: 163 6 13 0274 11 st 8 IS Ze O17 24 As noted here before, completion in 
sone aay sted vt = a bac As late December of an extraordinarily 


large volume of tax selling has facili- 


THE MAGAZINE OF WALL STREET 


-_— - 


a. a le, a ee 


a i Raetihe: Hike allaalt -—- Lit =) 


~ 
= 


Ss 


ver, 


the 
re- 
ved 


‘k’s 
er, 
hed 

in 


in 
1en 
me 
the 
efi- 


ond 
the 
er- 
ied 
‘he 
yer 
ay, 
r’s 
tly 
ut 


sis 


me 


ble 
ge 
Ww. 
ir- 
ids 
gs 
to 
he 


ng 

in 
ily 
li- 





tated technical rallies in 


2 
- 
= 






YEARLY RANGE 1947-1956 
























































many stocks since the turn 2 RE RO A Le A | an 
of the year, and has en- eo SSS TREND INDICATORS ++ t+ tt recto, PS 
abled others to level out. 1 ae oe oe me ft tt = SSSs=sSs=— ; 

As a result of this and of ee = a os oe ee a ee oe 

more significant strength oe i — Oa | 

in typical investment- abit Ta Se ie ics ae we os oe oe oe oe oe 

grade income equities, the oa ey see se son se on ss sO Oo sr cess 
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new lows. 

When market action is 
better than the news, that HP pyre, ay pte 
is traditionally interpreted 
as promising by the “tech- 
nicians’’, a term that 
sounds better than “trend- 
guessers”, without mean- 
ing any more. Admittedly, 


























it could be promising in 
the sense of a moderate 
extension of rallying ten- 
dencies. If taken to imply 
that the recession, and its 
consequences for earnings and dividends, have been 
fully discounted, that could be wishful thinking. 

All that can honestly be said is that at the moment 
the investment-speculative consensus, as reflected by 
the market, is more hopeful than bearish. But it has 
to be added that the consensus at any given time can 
be wrong, that it often has been, and that it can 
change from week-to-week. The consensus was, of 
course, bullish at the August, 1956, high. What fol- 
lowed was about a 66-point fall by the industrial 
average into February, 1957, during which the 
news was better than the market. The consensus was 
bearish around the February, 1957, low, followed by 
about a 66-point rise in the average, throughout 
which the market was better than the news. Most 
investors felt quite cheerful around the best market 
levels of last July. We need not dwell! on the pain 
inflicted by the subsequent fall of roughly 101 points 
by the average. 

What can the investor tie to, bearing in mind that 
the best bet always has been to buy low and sell 
high? Selected income stocks offer fair yields, even 
though a good deal less than they did a few months 
ago, and potentials for moderate appreciation. Prob- 
ably some speculative stocks, with little or no present 
allure, are so far down that the risk now is small 
to moderate, the possibilities for profit large in the 
next bull market—which is to say at X time, maybe 
one to four years hence. But in the case of reason- 
ably prominent growth stocks and cyclical-type 
stocks, in which there is the greatest investment 
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interest, you cannot buy low now. They are as yet 
far from being really depressed, based on the first 
half outlook. 


The Business Outlook 


The Reserve Board’s production index fell pretty 
sharply in December, extending the decline from the 
late-1956 peak to about 7.5‘:. It undoubtedly has 
fallen further in January and will skid more in 
February. In unemployment the trend is sharply 
upward, and will go further at least through the 
winter season; while in personal income and spend- 
ing for goods it is mildly downward. By spring the 
recession could have equalled or exceeded those of 
1948-1949 or 1953-1954. Its final scope remains 
enigmatic, the basis for the widely-predicted second- 
half upturn somewhat nebulous. As for easy money, 
Federal spending, “pump-priming”, etc., remember 
the New Deal and the huge total of unemployment 
which remained a crucial problem until World War 
Il solved it. There is no adequate substitute for 
rising consumer and business outlays, both now 
trending down. Nearly everywhere, surplus is the 
rule in materials and goods. There is no fast magic 
in easier credit. Organized labor is still living in a 
world of economic fantasy. Corporate earnings may 
fall more than in 1953-1954 when relief from EPT 
was a big factor. World War III? No solution to any- 
thing, since it would be totally bearish and calami- 
tous. Our policy is unchanged. — Monday, January 27 
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A BUDGET MESSAGE 
Designed 


To 


Everyone 


—How it Will 
Really Work Out 













@ A realistic appraisal of how the money will be spent 
for defense — for civilian projects 

@ The political realities bound to be considered 

@ How shift in foreign policy will affect foreign aid 

@ Why budget cannot be balanced — and likely deficit 

@ Decline in government revenue — increased taxation 

@ Effect of financial strain on dollar countries abroad 


By JAMES J. BUTLER 


% President Eisenhower’s vision of a $73.9 billion 
budget which would leave a half-billion dollar sur- 
plus after tax collections of $74.. billion is based 
upon so many improbables as to appear unrealistic. 

It contemplates that the business decline will 
promptly be reversed and tax collections reach new 
high marks; it foresees Congress postponing or 
abandoning pet projects of local interest and econo- 
mizing on normal “housekeeping” expenditures; and 
it looks to upward postal rate revision going far 
beyond the goals set, and rejected, in every recent 
year. For example, it assumes Congress will boost 
non-local letter minimum rate from 3 cents to 
5 cents. That overlooks the fact that legislation 
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foundered in the last session on a plan to up the 
rate to 4 cents. 

If the postal rate raise bill fails of enactment the 
computed surplus for Fiscal 1959 is wiped out: that 
action, alone, counts for new receipts of $700 million 
in the President’s reckoning, and is $200 million 
over the pictured surplus of $500 million. 

The balance between Treasury income and outgo 
is, at best, a guess. A bad guess, it will prove this 
year. Last October, the White House announced the 
government would have a $1.5 billion surplus for 
Fiscal 1958—the current year. That will be about 
$2 billion off; there is likely to be a deficit of at least 
$500 million dollars. Tax collections will be about 
$1.5 billion below October outlook. Add that to 
spending which will be accelerated in the missile 
program, for which Congress is about to grant a 
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supplementary appropriation, and deficit operation 
looms. 

Even before the appropriations committees begin 
their work it seemed obvious that a balanced budget, 
and surplus, can be achieved only by rejecting some 
of the President’s own recommendations and match- 
ing spending with income. For example, in the cate- 
gory of foreign aid. The President has proposed a 
budget of $3,940 millions for these projects—$2,665 
millions for military assistance and defense support, 
and $1,275 million for economic aid. 

In order to have elbow room, the President, in the 
same Message which holds out the prospect of a 
balanced budget and a surplus at year’s end, tells 
Congress the public debt ceiling may have to be 
raised if the anticipated 
revenue does not mate- 
rialize. On that point, 
Ike commented: 

“A debt limitation 
serves aS a proper re- 
minder of the impor- 
tance of operating eco- 
nomically in discharg- 
ing the responsibilities 
placed by the Constitu- 
tion and the statutes on 
the executive branch. 
However, the present 
limit of $275 billion is 
too restrictive in view 
of rising defense ex- 
penditures and the need 
for more flexibility to 
permit efficient and eco- 
nomical debt manage- 
ment. 

“Therefore, I will 
recommend that the 
present limit be revised 
upward temporarily 
through the fiscal year 
1959. There should be 
an adequate margin to 
take care of any un- 
expected developments 
and to give the Treas- 
ury some much-needed 
flexibility in conducting 
its financing during this 
coming period.” This 
actually indicates the 
uncertainty in the President’s mind as to the out- 
look for government revenue as compared to the 
demands on the Treasury. The House obviously 
shared these views, and promptly voted a $5 billion 
increase in the ceiling. 

The President’s State of the Union Message had 
been far from unequivocal on the economic outlook. 
“There are solid grounds for confidence that eco- 
nomic growth will be resumed without an extended 
interruption,” he prefaced. Then he said: ““The Fed- 
eral government, constantly alert to signs of weaken- 
ing in any part of our economy, always stands ready, 
with its full power, to take any appropriate further 
action to promote renewed business expansion.” 

And the regimen of self-discipline the President 
laid down for Congress as the essential basis of a 
balanced budget and surplus, without stinting mili- 
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tary needs or economic aid, hardly matches the mood 
of the Senate and House in an election year: “This 
purpose will require the cooperation of Congress in 
making careful analysis of estimates presented, re- 
ducing expenditure on less essential military pro- 
grams and installations, postponing some new civil- 
ian programs, transferring some to the states, and 
curtailing or eliminating others.” An illustration of 
the attitude of Congress was a protest against the 
cutting of any agricultural subsidies proposed in his 
Farm Program Message. 

Congress is well along toward launching new civil- 
ian programs and instituting military projects. It is 
not likely to turn back. A $1.2 billion measure was 
reported from the house public works committee be- 
fore adjournment last 
August. It is on the cal- 
endar and eligible to be 
called up for vote. 
Speaker Rayburn has 
made it known that he 
will oppose cutbacks or 
scrapping of projects 
affecting water power 
and resources, irriga- 
tion and similar pro- 
grams. The Senate pub- 
lic works committee is 
considered more gener- 
ous with operations of 
this sort than its com- 
panion committee. 
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Hope vs Realities 


In seeking to avoid 
both deficits and tax in- 
creases, the President is 
walking a financial 
tight rope. Since 1955, 
Federal expenditures 
have followed an up- 
ward spiral. That has 
been a natural concomi- 
tant of a growing coun- 
try, expanding public 
services—and_ inflation. 
Congress last year 
voted a budget of $67.7 
billions of spending au- 
thority in the face of 
certainty that the gov- 
ernment couldn’t operate within that figure, even if 
there were no Sputniks. One year earlier, the law- 
makers voted $70.1 billion. 

The oncoming budget was looked to as the docu- 
ment that would pack the wallop to catch up with 
Russia’s surface showing of superiority in weap- 
onry, and beat the Soviet on the basis of the true 
standing. It also had been pictured as the document 
with the substance to help meet the economic re- 
quirements of old friends, and gain new ones in Asia, 
Africa and South America. But spending which 
rises from $72.8 billion (which is the expected total 
this year after “supplementals” and “deficiencies” 
are included), to $73.9 billion, accounts for a boost 
of only 114 per cent. That’s less than the normal an- 
nual increase in expenses and it takes no account of 
inflationary trends during the current year. 
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The President promises shifts of emphasis: more 
money for missiles, although much less than had 
been expected. Atomic energy and education in 
science will be advanced, probably at a formidable 
cost: reduction in vital military programs ... includ- 
ing bombers, bases, submarine defense and virtual 
stoppage of procurement of material to fight limited 
wars, or prevent them. 

Against the outgo, the President professes to see 
a $2 billion improvement in revenue, using present 
tax rates. It will not be forgotten in weighing the 
validity of this estimate that Ike foresaw a $1.5 bil- 
lion increase this year. It won’t turn out that way. 
The government will operate in a deficit—a small one 
to be sure when matched against a $70-plus billion 
dollar budget. But based on hopes rather than the 
outlook today. 


Raising Debt Ceiling 


President Eisenhower has asked for, and seems 
assured of getting, a $5 billion increase in the public 
debt ceiling, but some of the backstage politicking 
is enlightening. Seasoned Hill members examined 
that request in the light of apparent disparity be- 
tween the amount of the budget and the demands 
of the times and many of them concluded $5 billion 
won’t be enough leeway. The debt as of Jan. 10 
stood at $274.2 billion, against a $275 billion ceil- 
ing. Among those who spoke out in favor of a higher 
ceiling was House Majority Leader John W. Mc- 
Cormack whose democratic party has a voting edge 
of 33 in the lower branch. 

Some of Representative McCormack’s friends 
counselled him to go along with the President on a 
$5 billion boost. They felt that the debt raise re- 
quested is inadequate and that the funds asked for 
by the President will not be covered by this increase. 
They express themselves as seeing political connota- 
tions in the President’s suggestion, believing that 
the President’s political advisers have told him the 
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Democrats will further raise the permissible debt 
and unbalance the budget. They then would have to 
shoulder the blame for raising the debt ceiling. 
Therefore, by going along with the $5 billion boost 
proposed by the President, any new increases neces- 
sary will have to be initiated by him, and the Repub- 
licans will bear the onus. 

Regarding Ike’s forecast of a $2 billion increase in 
Treasury revenues next year, Senator Harry F. 
Byrd of Virginia, No. 1 fiscal expert in Congress, 
snorted: “In view of present declining business, I 
believe a drop in tax revenue is more likely than an 
increase.”” But the President’s estimate of the tax 
take seems over-optimistic, especially in view of the 
latest figures on unemployment and declining busi- 
ness activity : when he says personal income will rise 
during the fiscal year to a point that will produce 
$1.3 billion more in taxes; corporation income will 
produce $15 billion more than in the current fiscal 
year; the heavier excise taxes will add $62 million. 


Defense Appropriations 


Space age defense will cost $39.8 billion according 
to the President’s computation. The cost planned for 
this year is $38.9 billion—only $900 million under 
what has been pictured as the “great effort.” But the 
President says this doesn’t tell the whole story. 
There will be increased emphasis on missiles and 
new weapons — ballistic weapons, ballistic missile 
submarines, further dispersal of the Strategic Air 
Command, and improvement of the early warning 
radar system, outer space projects, and basic 
research. 

As the budget breaks down, the missile program 
would cost $3.3 billion. For airplanes $6.9 billion is 
to be available. When the cost of missile research 
and development, guided missile ships and missile- 
related construction is added to the $3.3 billion pro- 
curement figure, the total missile estimate reaches 
$5.3 billion. Expenditures for aircraft therefore will 
be down 14 per cent, and expenditures for missiles 
will go up 360 per cent. All fighters and bombers 
proposed for 1959 procurement will be capable of 
supersonic speeds and the use of guided missiles and 
nuclear warheads. 

Expenditures for ships will rise to $1.3 billion. 
Major emphasis is planned for anti-submarine war- 
fare vessels, some guided missile ships, and nucleur 
propulsion. 

There will be fewer combat wings and fewer air- 
craft under the missile-conscious program. The Air 
Force will be cut from 117 to 105 wings and its in- 
ventory of planes reduced from 22,057 to 20,843. 
But the SAC will lose only one wing, with strength 
of B-52 long-range bombers unimpaired. The budget 
will allow the Air Force to speed work on its “chemi- 
cal bomber’’—a plane capable of flying the Atlantic, 
round trip, without refueling. 

The Pentagon says the $1.3 billion supplemental 
appropriation for this year really should be charged 
to next year. It originally was in the new budget but 
scientific breakthrough and other happenings 
pushed the job forward. 


The eye-lifter in the Budget 


One of the eye-lifters in the President’s budget 
message was an unprecedented request that $2 bil- 
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lion of defense funds be placed at his 
disposal, together with a $500 million 
contingency fund for defense purposes. 
In the present state of missilry develop- 
ment and international complication, 
this appears upon reflection to be a wise 
and safe “cushion.” It gives the Presi- 
dent maneuverability to act quickly if 
scientific developments justify it. He 
can level the flow of expenses in the 
three services, shifting part of the bur- 
den from a crowded branch, could break 
up inter-departmental bickering . by 
switching programs and financing. 
Should the need for a crash program 
arise, the President could move without 
the delay and controversy of clearing it 
with Congress. 

The $500 million account is a just-in- 
case fund—just in case it becomes mili- 
tarily or diplomatically expedient to 
move with haste to take care of a prob- 
lem that might arise somewhere in the 
world, or, better yet, to help a friendly 
nation head off a military or economic 
coup by Russia. 


For Scientific Advance 


Besides asking Congress to provide 
$140 million to the National Science 
Foundation for an expanded educational 
program, he asked that $10 million be 
provided in a “supplementary” for the 
current year, ending June 30. This 
amount, he explained, will permit NSF 
to proceed vigorously in expanding 
basic research and improving science 
education and administration under the 
aegis of the Department of Health, Ed- 
ucation and Welfare. In spite of much 
publicized intent to overtake Russia’s 
scientific lead, the HEW budget is only 














Capsule comment on the Budget: 


BUDGET EXPENDITURES: Rise to $73.9 billion, highest in peacetime history. 


BUDGET RECEIPTS: Rise to $74.4 billion, assuming present tax rates, including 
those scheduled to expire April 1, continve,— and Congress votes postuge 
increase. 


BUDGET SURPLUS: $500 million, precariously estimated. 


FEDERAL DEBT: $5 billion increase, to $280 billion, appears assured with exten- 
sion limited to one year. Interest on debt up $500 million, to $7.8 billion. 


DEFENSE: Defense budget, $39.8 billion—$900 million over current year. Included 
is $3.3 billion for missile program; $6.9 billion for planes; $2 billion for missile 
research and development, guided missile ships and missile-related construction; 
$1.3 billion for ships. 


SPECIAL DEFENSE FUND: President has asked that $2 billion of defense money 
be placed at his disposal for emergency shifting to meet arising problems and 
opportunities, plus $500 millions to move rapidly for military or economic 
defense of friendly nations. 


WAR VETERANS: Veterans Administration will receive shade less than $5 billion, 
no appreciable change from current year. 


AGRICULTURE: Appropriation of $4.9 billion asked. Soil bank program will be 
dismantled but not until 1958 crop year completed. 


MUTUAL SECURITY: $3.9 billion, including $1.8 for direct military aid and 
$865 million for defense support abroad. 


FOREIGN ECONOMIC POLICY: $2 billion more capital for Export-Import Bank; 
$625 million for Development Loan Fund; $200 million for NATO commitments 
for intermediate range ballistic missiles. 


FOREIGN TRADE: Five-year renewal of Reciprocal Trade Agreements Act is 
asked, with additional power for tariff reduction vested in the President 


HIGHWAYS: Transcontinental highway program is under re-examination 
Financed by trust fund, outside the budget. Labor and materials cost skyrocket- 
ing and original plan must be thinned or refinanced 


GENERAL GOVERNMENT: President has indorsed pay increases for military and 
civilian workers which will cost billions of dollars. President has asked for 
economies on civilian projects, postponement of numerous construction programs 


OUTLOOK: The public debt ceiling will be raised as requested; Congress will 
vote all military requests and most foreign aid money budgeted by the 
President, but will not reduce taxes. However, net result is deficit operation, 
which the President has said he prefers to more taxation. Despite promises, 
political partisanship will dominate Congressional thinking. Reciprocal Trade 
Agreements extension will split both parties, republicans more seriously, and 
an amended bill will pass which will recognize American industry's need for 
protection against import “dumping.” 




















$45 million over last year. But there was some shift- 
ing about: for construction and operation of schools 
in federally-impacted areas (crowded because of 
U. S. Government inadequate facilities), $130 mil- 
lion would be available to HEW, against $225 mil- 
lion last year. This will be a battleground in Con- 
gress; it’s doubtful that the slash will survive. 


Other Economies 


In reviewing the economies which the President 
proposes to a Congress he must know may be unwill- 
ing to go along, it becomes clear that Ike has com- 
piled a list for the purpose of building a figure which 
can be cited later as “savings I recommended,” 
rather than things he expects to be done. Farm bene- 
fits may yet be reduced, but there’s little prospect 
that Congress will cut veterans pensions, public as- 
sistance grants and slum clearance programs 
already under way; rivers and harbors projects will 
be scarcely touched, and annual installment pay- 
ments will be voted. Federal aid to schools is out, so 
is a prospective health and hospitalization program 
for government civilian employees. But the latter 
saving won’t be net: Ike has recommended 6 per cent 
pay boosts for 530,000 postal workers, and 6.5 per 
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cent increase for 970,000 classified employees, 6 per 
cent for military personnel. These wage hikes have 
a prospect of materializing only because this is an 
election year, but they would likely be passed up if 
they necessitated a raise in taxes. 

The U. S. Veterans Administration will be just 
short of $5 billion, almost the same as in this year. 
Another item which does not permit of adjustment 
to an appreciable extent is debt service—a whopping 
$7.8 billion. Agriculture is to get about $4.6 billion, 
against $4.9 blllion this year. President Eisenhower 
wants to end the soil bank program at the end of 
the 1958 crop year but obviously that will not help 
the current spending situation. 

Much of the 1959 Fiscal Year spending will come 
out of an accummulated but earmarked $69.2 billion 
carryover of funds appropriated in other years. Of 
the money Congress will be asked to set up in the 
next budget, an estimated $39.9 billion will not be 
disbursed until 1960 Fiscal year. 

The mutual security account covering all military 
and some economic aid programs amounts to $3.9 
billion which is $86 million more than the President 
originally asked for the current year and $1 billion 
more than Congress approved in the current budget. 
The military assistance (Please turn to page 593) 
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orporate dividends climbed to a new record in 
C 1957, topping the previous year’s total by approx- 
imately 3.5°0. Thus some fears that payments might 
not match the 1956 figures proved unfounded. Nev- 
ertheless, the increase was considerably below the 
8% rise scored from 1955 to 1956. 

This is past history, however. Of immediate con- 
cern for investors is the course dividends outlays are 
likely to take in the year ahead—for 1957 shocked 
many shareholders into renewed realization of the 
simple, but often overlooked axiom that stock prices 
are dependent almost solely on prevailing business 
conditions and the consequent outlook for earnings 
and dividends. 

Without any pretense of clairvoyance, it seems 
probable that total dividends in 1958 will not vary 
too greatly from the 1957 payout, because of the 
increase expected from banks, insurance firms and 
some of the larger companies. But within each group 
there will undoubtedly be considerable variation, as 
directors appraise future prospects in terms of the 
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operations. 
The large units in all but the most depressed indus- 
tries can be expected to sustain payments if the 
business decline shows evidence of hitting bottom 


particular factors affecting their own 


near mid-year. Smaller companies, on the other 
hand, less able to control costs and more severely 
influenced by competitive factors may find the need 
to conserve cash more compelling than the mainte- 
nance of high dividend rates. 

This more divergent dividend pattern will impose 
a heavier responsibility on investors seeking to find 
investment security in an uncertan period. 1957 was 
a pretty chastizing year for many shareholders. 
After several years of prolonged economic boom and 
steadily rising stock prices, their eyes were glued 
more firmly on the bright promise of the future than 
on the cold realities of the nearer term outlook. As 
a result, a month-by-month deterioration of business 
conditions was either ignored or glossed over until 
the early fall when the recession became obvious to 
all, and the market “fell out of bed.” 
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Companies With Dividend Stability 
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1958 


1955 1957 
Earnings Div. Earnings Div Earnings Div 
Per Per Percent Per Per Percent _ per Share Per Percent Recent Div Price Range 
Share Share Pay-out Share Share Pay-out (Estimated) Share Pay-out Price Yield 1957-58 
ALLIED CHEMICAL & DYE $5.44 $3.00! 55% $4.74 $3.00! 63% $4.50 $3.00 66% 76 3.9% 98% S8'2 
AMERICAN HOME PRODUCTS 2.68 1.15 42 4.07 2.50 61 5.00 3.00 60 75 4.0 8454-73 
BORDEN CO. 4.61 2.80 60 5.01 2.80 55 5.10 2.80 54 64 43 6454-5134 | 
C.1.T. FINANCIAL 4.03 2.35 58 4.12 2.40 58 4.30 2.40 55 45 5.3 47 -39% | 
FIRESTONE TIRE & RUBBER 6.82 2.50 36 7.43 2.60 35 7.32- 2.60' 35 89 2.9 101 '4-81'8 
| FOOD MACHINERY & CHEMICAL 4.53 2.00 as 4.72 2.00 42 4.65 2.00 43 49 4.0 65'4-4234 
GENERAL AMER. TRANS. 5.25 2.82'2 53 5.71 3.15 55 6.60 3.52'2 53 72 4.8 88 -67%4 
GENERAL ELECTRIC 2.40 1.60 66 2.45 2.00 81 2.90 2.00 69 63 3.1 72%-52% 
GENERAL FOODS 3.31 1.55 46 3.61 1.77 48 3.80 2.00 52 49 4.0 50'4-40 
| KROGER CO. 3.88 2.00 51 4.41 2.00 45 5.00 2.00! 40 64 3.1 66'2-47 
MERCK & CO. 1.55 80 51 1.92 1.00 52 2.25 1.20 52 38 3.1 44'2-29'8 
NATIONAL DAIRY PRODUCTS 2.98 1.60 53 3.02 1.75 58 3.25 1.80 55 40 4.5 3952-33 
PITNEY BOWES 2.82 1.45! 51 3.14 1.60! 51 3.20 1.60! 50 56 2.8 7033-44 
PROCTER & GAMBLE 2.96 1.75 59 3.05 1.90 62 3.40 2.00 58 56 3.5 5734-44458 
STANDARD BRANDS 3.01 2.15 71 3.48 2.25 64 3.95 2.25 57 42 5.3 4278-37% 
| STANDARD OIL OF N. J. 3.61 1.75 48 4.11 2.10 51 4.40 2.25 51 50 4.5 6812-475 ¢ 
SUNSHINE BISCUITS 5.94 4.00 67 6.20 4.00 64 6.60 4.00 60 74 5.4 75 -65'2 
UNION CARBIDE 4.86 3.00 61 4.86 3.15 64 4.80 3.60 75 95 3.7 124'2-90 
| U. S. GYPSUM 4.98 2.20 aa 5.01 2.50 49 4.75 2.75 57 67 4.1 6934-51" 
WESTINGHOUSE ELECTRIC 2.46 2.00 81 10 2.00 4.00 2.00 50 63 3.1 6858-5258 
Companies With Wide Dividend Coverage 
AMERICAN TOBACCO $7.45 $4.40 59% $7.51 $5.00 66% $8.00 $5.00 62% 79 6.3% 7934-6934 
| BRUNSWICK-BALKE-COLL. 1.26 12%! 10 3.08 50! 16 4.75 0.65 2) 33 2.0 3634-2558 
GENERAL DYNAMICS 2.82 1.42 50 4.14 1.60 38 4.90 2.00 40 64 3.1 6853-4634 
GRAND UNION CO. 1.90 55! 29 2.43 .60! 25 2.60 72! 27 34 2.1 37%8-25'2 
HERTZ CORP. 1.84 77%2 42 2.63 1.00! 38 3.00 1.20! 40 38 3.1 42'4-27'4 
JOHNSON & JOHNSON 5.38 1.65 30 6.14 1.65 27 6.25 1.95 31 88 2.2 97 +49 
LORILLARD (P.) 2.07 1.35 65 1.34 1.20 89 3.50 1.95 55 34 5.7 35 -15% 
REYNOLDS TOBACCO “BB” 5.05 2.60 51 5.91 3.10 52 7.15 3.60 50 65 5.5 66'4-52's8 
SCHERING CORP. 2.36 .37'2 15 3.02 .87'2 29 3.60 1.05 30 35 3.0 3778-31" 
WARNER-LAMBERT PHARM. 4.07 1.70! 41 4.50 2.00! 44 5.25 2.37'2' 45 59 4.0 68'2-42'8 
Companies With Narrowing Dividend Coverage 
ALCO PRODUCTS $1.90 $1.00 52% $2.11 $1.00 47% $1.40 $1.00 71% 13 7.6% 1938-1078 
ANACONDA CO. 7.52 4.25 56 12.85 5.00 38 4.00 3.00 75 41 7.2 7278-394 
CARRIER CORP. 4.82 2.35 48 5.26 2.40 45 3.75 2.40 64 35 6.8 65'4-31'8 
CRUCIBLE STEEL 4.03 1.25 31 3.51 1.50 42 2.00 1.60 80 18 8.8 3838-16'8 
GREAT NORTHERN PAPER 4.46 3.00 67 5.44 3.00 55 2.60 2.40 92 50 48 85 -45's 
KENNECOTT COPPER 11.60 7.75 66 13.23 9.25 70 7.25 6.00 82 79 7.5 128'2-77'2 
KING-SEELEY CORP. 4.76 2.12'2 44 3.78 2.50 66 2.04- 2.50 122 27 9.2 3514-26 
KOPPERS CO. 4.92 2.50 50 5.01 2.50 49 3.90 2.50 64 39 6.4 65'2-33 
SCOVILL MFG. 3.66 2.50 68 2.81 2.25 80 2.00 2.00 100 25 8.0 3312-21 
UNITED FRUIT 3.82 3.00 78 3.45 3.00 86 3.50 3.00 85 38 7.8 4758-3358 | 
= a —————— | 
1_—Plus stock. 
*—Actual annual earnings. 
%—Dividends payed throughout strike situation. 
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By the end of the year a pronounced note of cau- 
tion began to dominate the market, and as the new 
year opened it became readily apparent that prices 
in 1958 would be tied more closely to time-tested 
investment criteria than at any time in the recent 
past. This does not mean that only “sound” invest- 
ment considerations will prevail. For undoubtedly 
heavy defense expenditures channeled into such ex- 
citing groups as the missile makers, rare metals’ pro- 
ducers and selected electronics companies will stim- 
ulate speculative activity—but for investment buying 
of the broad list of stocks, earnings and dividend 
prospects are going to be the criteria. 


The 1958 Outlook 


It is much too early to hazard intelligent guesses 
on corporate earnings over the next year, but even 
assuming that the overall decline from present levels 
will not be too precipitous, there are several other 
factors in the dividend picture that must be con- 
sidered. 

On the positive side, companies are facing a de- 
cidedly less stringent money market in 1958—and 
with borrowing conditions more favorable there may 
be some easing of the cash pinch that has jeopardized 
some payments in the past. Thus Thompson Products, 
a leading producer of aircraft components recently 
announced that dividends would be maintained even 
though the rate of new orders had fallen sharply 
toward year-end. The company visualizes a lower 
level of business ahead, but apparently the easing 
of Defense Department progress payment restric- 
tions, and better money market conditions have alle- 
viated their cash position. 

On the other hand, Rayonier, saddled with heavy 
amortization charges for its recent expansion pro- 
gram, and faced with a prolonged period of declining 
earnings, recently pared its 35¢ quarterly payment 
to 20¢. 

Aside from money market factors however, the 
other elements in the dividend picture will hit indi- 
vidual] companies with sharply varying impact. Fac- 
tors of importance to watch closely:—(1) the con- 
tinuing drop in profit margins, (2) the still unbroken 
rising wage trend which will tend to keep costs high, 
(3) greater consumer reluctance to spend, making 
it more difficult for companies to pass cost increases 
along in the form of higher prices, (4) the state 
of corporate cash, and (5) a general drop in the 
confidence quotient among company managers, lead- 
ing to more conservative dividend policies. 


Dividends and Stock Market Action 


In light of these factors of uncertainty, and the 
outlook for poorer business conditions at least 
through the first half of the year, a number of half- 
forgotten, but time tested methods of security valu- 
ation will probably be taken out of moth-balls. Most 
of those individuals and institutions that are invest- 
ment-conscious will pay more attention to the spread 
between stock and bond yields (which is still nar- 
rower than might be expected after the recent mar- 
ket drop), the ratio between earnings and dividends, 
the long term record of dividend coverage, and the 
financial ability of companies to maintain cash pay- 
ments comfortably. 

In the past few months the market has been re- 
flecting these criteria noticeably. While prices of 
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industrial 
marked time, electric utility shares, and the stocks 
of food processing companies, chain store operators 
and proprietary drug concern have been in good de- 
mand because of their established reputation for 
both earnings and dividend stability. 


most groups 


A Case Study 


As a case in point, take a look at Borden’s. The 
company is the second largest producer in the dairy 
industry, and turns out a wide variety of products 
ranging from such staples as milk, butter and 
cheeses, to synthetic adhesives and chemicals. Milk, 
which is probably the most stable of all food com- 
modities, accounts for over 55% of Borden’s sales 
volume, and all food products combined account for 
more than 90% of revenues. 

Over the years the company’s growth has pro- 
ceeded about in line with the nation’s economy, tak- 
ing few giant steps in the process, but not many 
backward slides either. Dividends have been paid on 
a conservative basis each year since 1899. In 1957 
the company paid $2.80 on each share from an esti- 
mated $5.30 per share in earnings. But what inves- 
tors are finding most attractive is Borden’s long 
record of good dividend coverage and a cash position 
equal to all current liabilities. As a result, Borden’s 
is selling within a point of its 1957-58 high while 
most of the market is unstable. 


Companies With Stable Dividend Records 


In the accompanying table we have listed twenty 
companies with an (Please turn to page 602) 
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“A SHOT IN THE ARM" 


“ FEDERAL 
ROAD BUILDING 
PROGRAM 


@ A story of the scope and 
obstacles 



































@ Current stage of devel- 
opment 


@ State and Federal parti- 
cipation 


By HAROLD M. EDELSTEIN 


ESPITE the confusion created 
by conflicting newspaper 
headlines, the federal highway 





— program is pushing along on 
schedule and may pick up speed 
in 1958. Only eighteen months 

1 or after the passage of the new Act, 

tocks over 1200 miles have been com- 

ators pleted and an additional 2,000 

d de- miles have passed the planning 

. for stage and are actually under 
construction. 

Spending for road building in 
1958 is expected to top $5.5 bil- 
lion—an increase of almost $850 

The million from the 1957 level—and 

lairy should continue to rise for the 

lucts next two years, as Federal alloca- 
and tions to the states increase (bar- 

Milk, ring a stretchout of course). Thus, 

com- at a time when business generally 

sales is slowing down, the infusion of 
for these new funds into the economy, 
coupled with rising defense ex- 
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penditures,—will act as an offset to the decline in 
private capital spending now underway. Whether it 
can counterbalance the entire spending drop in 
capital spending is doubtful, however. 

Nevertheless, in its present state, the program Is 
being used as a primary economic stabilizer. A study 
by an independent economic research organization 
last summer revealed that over 190 industries will 
be directly or indirectly affected by the project— 
and for some it will be their principal source of 
business. In 1958, over $2 billion will be spent on 
just such standard items as paving materials, steel 
and explosives, and additional millions will be ex- 
pended for machinery which should bolster the earn- 
ings of manufacturers of road-building equipment. 

Unfortunately for them, however, the program 
was in the planning stage so long, and was so well 
publicized that dozens of new operators have been 
drawn into the field, greatly intensifying competi- 
tion. The volume of orders will be heavy but profit 
margins will be limited. 

But despite its satisfactory start, research reveals 
some emerging problems that may in time put a 
serious crimp in this truly unprecedented public 
works problem. “Unprecedented” is not a loosely 
used word in this case when it is considered that the 
$100 billion figure bandied about in newspaper head- 
lines equals one-third the total cost of World War II. 
Actually, however, that enormous sum includes many 
projects not specifically within the scope of the 
Federal program. For perspective then, and a clear 
picture of the entire program, a brief description is 
in order before discussing some of the more impor- 
tant trouble spots in the picture. 

The highway construction program has borne 
several labels, each justified and essentially correct— 
yet none tells the entire story. To some it is a $27.5 
billion program—to others it is properly a $33 billion, 
—a $50 billion or a $100 billion project,—scheduled to 
last from thirteen to sixteen years. The confusion 
stems from lack of clarification of what is included— 
but if the actual economic impact is to be ascertained, 
the facts of what is involved are of vital importance. 


The Congressional Program 


From the Federal Government’s point of view, 
the most vital component is a projected 41,000 mile 
interstate network — designed as a closed-loop —a 
combination defense and transportation system — 
that will link virtually every major city in the coun- 
try. Strictly speaking it is not a new program since 
its general outlines has been on the planning boards 
since 1944. What is new however is the huge share 
of the cost the federal government will bear, under 
a unique method of financing which links federal 
taxation with highway spending for the first time. 

Prior to the Highway Act of 1956, the federal aid 
system, in which the national government shared 
highway costs with the states on a 50-50 basis, 
applied to approximately 750,000 miles of the coun- 
try’s 3,360,000 miles of highways and streets. Under 
the new plan—the 41,000 mile network—the Federal 
government will pay 90% and the states 10%. This 
single part of the program is the basis for the 
oft-quoted (and now obsolete) $27.5 billion cost 
estimates. 

In addition Congress appropriated $2.5 billion to 
cover three years of operation of the 50-50 aid pro- 
gram. Combined with matching state funds, this 


$5 billion brings the roadbuilding total up to roughly 
$33 billion, another figure frequently cited. On top 
of this, Congress expressed its intention to continue 
to lay out $850 million a year for 13 years for the 
50-50 program. Over a thirteen year period this 
totes up to a tidy $22 billion in federal and state 
outlays for a total federally sponsored program of 
over $50 billion. 

Finally, it was expected, at the time Congress 
passed the Bill, that the states and localities would 
continue to expend approximately $4 billion annually 
for thirteen years for highways and streets outside 
the scope of the federal plan. This $52 billion added 
to the previous figures lends substance to the $100 
billion label that has received so much publicity. 


How Realistic Is the Program 


Obviously any plan of such enormous magnitude 
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is going to run into difficulties. For one thing there 
are the usual controversies associated with any pub- 
lic works project: the local bickering over rights- 
of-way, drawn out legal battles over condemnations, 
and the perennial arguments over billboard space, 
service station and restaurant concessions, and so 
mn. But on a more serious level, it is becoming in- 
creasingly evident that many of the states planned 
poorly for the project, some are having difficulty 
meeting their financial requirements—and many 
more are anticipating trouble meeting future obliga- 
tions in the face of a business decline and reduced 
tax revenues. 

The financing problem becomes even more acute 
in light of Secretary of Commerce Weeks’ disclosure 
in January that the original $27.5 billion estimate 
for the 41,000 mile network has been jacked up $10 
billion to $37.6 billion. While it is true that only a 
part of this whopping 37% increase is attributable 
to higher costs, the other reasons for the original 
underestimates offer little solace to those responsible 
for finding ways and 


given year,—but so far this has not been a source 
of serious concern. It will bear watching, however, 
since a prenounced drop in revenues would dictate 
either a slowdown in the program’s progress or a 
change in the law. 

The states are experiencing some difficulties in 
raising their 10 percent, but few see any ultimate 
problems in holding up their end of the bargain. 
Delays so far have been due more to inadequate, or 
incomplete planning and politics than to monetary 
factors. In a few instances, further planning is being 
held in abeyance until the federal authorities decide 
whether or not they will reimburse the States for 
toll roads and freeways already constructed without 
federal assistance! 

The network is not only secure, but it may even- 
tually exceed 41,000 miles. Originally, in answer to 
the state’s demand for more assistance, the Congress 
added 1,000 miles to be apportioned among the 
states for access facilities to the new highways. 
When the states responded for their share of the 
added mileage, the total 
came to 12,000 miles. 





means to pay for the 
new arteries. 

The most important of 
these “other” reasons is 
the need for many more 
cloverleafs and urban in- 


STATE AND LOCAL 
GOVERNMENT SECURITY ISSUES 


BILLIONS OF DOLLARS) 


Some of this is obvious 
padding, but it appears 
certain that the 41,000 
miles will be raised if the 
additional mileage is a 





terchanges than had been 8 


8 major stumbling block to 





originally supposed. It 
seems the states under- 
stated the number re- 


the entire program. 
(Politics—politics—at the 
cost of the taxpayer.) 





quired before the High- 
way Bill was passed, be- 
cause preliminary hear- 
ings shed little light on 
whether the federal or 
state governments would 
have to bear the cost of 
local facilities. Once the 
law authorized the na- 
tional government to in- 
clude them in the overall 
plan, estimates jumped 
by 15% —as long as 
Uncle Sam was paying 











Source: The Doily Bond Buyer 


Outlook for Secondary 
Roads 


Outside of the network 
program, however, the 
picture is decidedly less 
clear. New revenues are 
coming harder and har- 
der for the States and 
municipalities to secure— 
while costs of all govern- 
mental services continue 
to rise. The fiscal head- 
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the bill. 

Higher costs actually 
increased the estimate by 12%, but this figure relates 
only to the 41,000 mile program. If applied to the 
grand total of $100 billion the $12 billion increase 
in less than two years becomes staggering. And what 
is worse, it is fairly certain that construction costs 
will continue to rise during the thirteen year period. 

Despite these figures, however, the 41,000 mile 
interstate net seems assured of completion, although 
time schedules may prove more tentative than many 
suppose. The simple fact that the federal govern- 
ment will now pay for 90% of the construction 
seems to be an adequate basis for proceeding. More- 
over, financing of this part of the project will be 
aided immeasurably by the stipulation in the Act 
providing for $14.8 billion to be derived from gaso- 
line, tire and highway use—taxes to be levied over a 
sixteen year period. 

The recent slowdown in the rate of growth of 
gasoline consumption could hurt the program in 
time, since revenue estimates are based on a 4% 
annual increment in the consumption rate—and the 
law forbids outlays from exceeding income in any 
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aches created by this sit- 
uation are already front 
page news in many areas. New York State will prob- 
ably forego its annual $35 tax foregiveness this year, 
Connecticut is taking strong measures to control 
spending, and in New York City the mayor recently 
announced that pay increases for city employees 
were a virtual impossibility this year. 

The reasons are not hard to find. The impact of 
slower business is felt immediately in smaller income 
tax returns, and lower revenues from sales and excise 
taxes. For roadbuilding this is particularly signifi- 
cant since many states have been diverting highway 
funds into non-road purposes for years. Now, with 
highway fund reserves depleted, and revenues from 
highway-use declining, the principal of forcing the 
highway user to shoulder the cost of construction 
is in jeopardy. It is worth noting in passing that in 
the last twenty years the states have diverted $4.5 
billion of highway funds into other channels, and the 
rate has been increasing in recent years despite the 
promise of more federal aid. In 1956 alone $325 
million was siphoned away in this fashion, and in 
the case of New Jersey (Please turn to page 601) 
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Inside 


Washington 





ROADBLOCKS in the path of AFL and CIO mergers 
are giving national headquarters the jitters. Osten- 
sibly united, the two great labor groups are a long 
way from realizing the objective of amalgamating 
on the state and local level. It was easy enough to 
accomplish the get-together at the top, but the prob- 





WASHINGTON SEES: 


The hope for a meaningful code of labor legis- 
lation appears to rest squarely on Congress with 
little assistance likely to come from the White 
House or the Department of Labor. 

Secretary James P. Mitchell who is presumed to 
speak the Administration viewpoint in this area of 
operations, seems content to take the AFL-ClO 
program in toto and stop there. It can be argued 
that legislation is the function of Congress, not the 
Executive Department, and the contention is sound. 
But in the past, some guidance has come from 
“downtown”. 

Congress cannot escape its responsibility by cit- 
ing the lack of a program. Canons of long over- 
due labor law have progressed to the bill stage. 
It is up to Congress to carry the ball. There are 
bills to bring unions under anti-trust laws, to bar 
compulsory union membership, to curb organiza- 
tional picketing, and to close loopholes in the law 
against secondary boycotts. Based on his obser- 
vations as a member of the labor abuses investi- 
gating committee, Senator Irving M. Ives of New 
York, has introduced a series of measures. 


In addition to bills referred to above, Ives pro- 
poses elimination of the jurisdictional no man’s 
land between state and national labor relations 
agencies, promulgation of a statutory guarantee 
of democracy in labor unions, penalties for misuse 
of union funds, elimination of “stranger” picketing, 
and criminal liability for middlemen in labor-man- 
agement finagling. 














By “VERITAS” 


lems that were feared farther down the line have 
developed: neither organization wants to relinquish 
any degree of control. President George Meany has 
delegated two AFL-CIO vice presidents to inquire 
why Michigan units haven’t merged. They’ll report 
in detail. 


ECONOMIES in the farm program are proposed by 
the President. Instead of allowing for the normal] 
increase he proposes to Congress that the soil bank, 
some other benefits, be dropped. In an election year! 
Republican Congressmen are serving notice on the 
leadership that this must not happen; to permit it to 
come to pass would unquestionably cost the GOP 
many Congressional seats. 

MANAGEMENT can learn much from organized labor 
on the economics of operating a business establish- 
ment. Private enterprises sometimes are confronted 
with problems arising out of an excess of manpower 
or the introduction of new and more effective 
methods. AFL-CIO faced like problems but quickly 
solved them: Effective Feb. 1, said an announcement 
on Jan. 16 (which gives a full two-weeks notice) ap- 
proximately 100 headquarters and field employees 
will be dropped from the payroll. Some, who have 
reached the retirement age, will go on pension; at- 
tempt will be made to transfer some; others will be 
“separated.” Explanation: “Finances and the need 
for streamlining the staff to current programs of 


_ AFL-CIO.” 


ACCELERATION of military procurement programs as 
the nation moves toward the missile and space age 
is building important support for legislation intro- 
duced this month by Rep. William E. Hess calling 
for study and remolding of defense contract renego- 
tiation practices. The theory of renegotiation is fair 
to both contractor and Government. The complaint 
goes to the time lag between submission of a contract 
and re-determination. If as some believe, adequate 
personnel is lacking, the solution should be easily, 
speedily found. 
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>» Decision of the White House and the Treasury 
to ask for a $5 billion increase in the public debt ceiling 
was in the nature of a compromise. Ike would rather have 
$10 billion leeway, for fiscal strategic purposes, 
but the smaller amount was asked in an effort to placate 
Senator Harry F. Byrd. The Virginian will continue to 
grumble against any boost. But eventually, the White House 
appears to feel assured, he will soften, or withdraw, 
his objection. The Administration was willing to go to any 
reasonable length to get out of the present straightjacket. 
Assuming the requested boost is enacted without delay, 
the Treasury can solve the problems of early refinancing 
needs, and expenditures which have been deferred can be 
made despite the seasonal slowdown on tax receipts. 
































> Congress may be forced to go above the $280 
billion dollar ceiling before the end of the next Fiscal 
year. Under the best of conditions, the idea of so closely 































































































estimating income and outgo on a govern- giving up demands for a four-day week -- 
ment operation running to approximately something his members didn't want anyway 
$74 billion, and coming up with $500 and months ago had made that fact clear. 
million leeway, is little more than an 
a interesting exercise in arithmetic. 5 When one bothers to particular- 
en Under the more normal conditions prevail- ize the faults inherent in this notion, 
has ing in the current year the guess will be he finds many. Reuther is attempting to 
juire about $2 billion off! But the President speak not only for the workers but also 
sport professes to see $500 million left over, for management and the consuming public 
against most of the odds. If the postage as well as the shareholders. And he's 
d by Fate increase isn't voted 85 he outlines talking about matters that do not fall on 
rma] it, the computed balance disappears. the labor-management bargaining table; 
yank, It would be hard to find anyone in, or out things that aren't in the realm of collec- 
ear! of, the Administration who believes tive bargaining. By incorporating in hi 
1. the congress will raise the minimum letter rate plan, wage increases, costly changes in 
aon to 5 cents, there are few who believe working conditions, health and hospitali- 
Congress, in an election year, will zation benefits, the UAW head appears to 
abor increase by 15 per cent annually for the dispose of the issue of profits distribu- 
lish- next four years, the postal costs of tion. There wouldn't be any to distribute! 
— newspapers -- home town papers included, Yet the something-for-everybody aspect of 
ctive of course. the "plan" is such that he will go into 
ickly negotiations with the companies with lots 
nent » Walter P. Reuther has demon- of newly acquired public support. 
fon strated his mastery of the art of public - —— 
see relations once more. Last August he won » Apart from its basic meaning, 
: at- approving nods all over the country with the Budget is a document of extraordinary 
ll be the suggestion that auto manufacturers collateral interest. This vear's is 225 
need cut prices $100 a car. There was, nat- eatin Tail geo “$2 billi aa 
Ss of urally, no offer on the part of his United ep Lighter but more aan _ aennith 
; , : heavier than the one submitted last 
Auto Workers to make this possible sina. Ga ciate aac een ean 
'S as through actions at the bargaining table. January. Another 100 beee reduce’ 200 
age His latest is a program to distribute might pave brousnt ational bepkruptey : 
tro- automobile company profits above 10 per The $73.9 billion schedule breaks down to 
ling cent on net capital before taxes, among $72.2 million a page, on Straight arith- 
— corporate executives, stockholders, metic. the total is $434.70 for each person 
aint workers, and consumers. That, too, is in the United States on a per capita basis. 
ract something for almost everybody; again, In a 1952 campaign speech, one partisan 
uate without the unions giving an inch. student of the archives was joyed to find 
sily, Reuther makes the grandiose gesture of Ike saying: “I don't know what the amount 
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of taxes represent when we talk about a 
$70 billion (Truman's last) Budget. 

Is that this room full of bills, or is it 

3 truckloads. I don't know! But I do know 
this: We can't afford what we are spending 
and stay strong enough to lead the world 
to peace." 


» While Republicans are a 50-odd 
vote minority in the House of Representa- 
tives, the GOP leadership isn't singing the 
blues. The powerful chairmen of 13 of the 
19 standing committees of the House 
1epresent constituents from below the 
Mason-Dixon Line and their philosophy 
frequently differs radically from the 
positions of the northern Democrats, even 
more from the philosophy of their National 
Chairman, Paul A. Butler, and his hand- 
picked Democratic Advisory Committee 
which leaders of the House have refused to 
join. The margin of Democratic strength 
in the Senate is even slimmer and the 


clash of ideologies is as Sharp. 



































> Rep. Robert W. Kean of New 
Jersey, sponsor of the Administration's 
Reciprocal Trade Agreements Act extension 
from the outset of the Eisenhower Adminis- 
tration, has relented. At first he stead- 
fastly refused to introduce the bill this 
year, with its 5-year term and greater 
tariff-cutting powers in the White House. 
But Kean is a political good soldier and 
when no other Republican on the committee 
would Sponsor the measure he answered the 
plea not to let the President down. 
But his own forecast has not changed. 
He said: "With the renewed industrializa- 
tion of the south, with the lesser impor- 
tance of the cotton export business to 
that area, and with the resulting number 
of Democrat Congressmen who now have taken 
a position in favor of high tariffs, 
the chances of enacting the President's 
recommendations in this field do not seem 
to be too good." Kean is under heavy fire 
from his heavily industrialized district, 
to vote against his own bill! 















































» President Eisenhower will be in 
&@ position to cite a recent incident to 
Support his contention that economic 
friendship stands just below military 
strength in world relationships. An 
increase in the customs duty on lead and 
zine was submitted to the White House, 
acting under the trade treaty program's 
"peril point" to protect United States 
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industry. Reaction was prompt. Fifteen 
Latin American countries formally criti- 
cized the action saying: “Any restrictions 
on the trade in lead and zinc to which 
this resolution refers would be at 
variance with the spirit of cooperation 
proclaimed within the inter-American 


System." 


» The end of a chapter in a major 
story of civilization's rise -- or fall -- 
is being written in an offer of real estate 
for sale, issued by the Community Disposi- 
tion Office of the Housing and Home 
Finance Agency. Uncle Sam is putting on 
the market 1,200 acres of vacant land and 
541 residential building lots in the 
atomic city of Oak Ridge, Tenn., a com- 
munity of 28,000 population that was built, 
occupied and in full swing before the world 
knew it existed, and few living there 
knew why -- until the A-Bomb dropped on 
Japan. Oak Ridge was the site of the 


— ee eee = 


Manhattan Project. 















































> The real estate, now surplus 
insofar as government purpose goes, is 
being offered for residential Subdivision 
in parcels ranging from 9 to 272 acres. 
Utilities extend to the property lines, or 
are generally available. Bids will be 
received up to Jan. 3l -=- a single parcel, 
or all. Oak Ridge was built at a higher 
unit cost than almost any other city in 
the world. Time was of the essence and 
cost was not a deterrent to speed. 
Its resident population is peculiar in at 
least one respect: most of those living 
there worked on the Manhattan Project 
without having t.e remotest idea of the 
end project, and almost all the residents 
hold United States certificates of com- 
mendation for a war service they didn't 
know they were rendering. 






































» Opponents of subscription tele- 
vision are rushing against a March l 
deadline to stop the Federal Communica- 
tions Commission from issuing experimental 
licenses authorizing a three-year trial 
in selected cities. The outcome of the 
test may bring fundamental changes in the 
viewing, and advertising habits of the 
Nation. More than 30,000 receiving set 
owners have a stake; so, too, have estab- 























lished television stations and the motion 
picture industry, not to mention producers 
of sports events and other forms of 
entertainment. 
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for shipment. 


Workers bagging fertilizer 






A new ship is launched 
at the Kobe shipyards. 
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Her Amazing Recovery is One of the Phenomena of the Day 


By V. L. HORATH 
* As the New Year opened for Japan, its people 
were troubled by the implications of the sputnik, 
the stepped-up economic and scientific rivalry be- 
tween Free World and the Communist orbit, and 
the spreading shadow of global recession. Like many 
other countries, Japan had been riding the crest of 
a surging economic boom. But early last year Japan 
found its boom getting out of hand. It could no 
longer afford to pay for the increasing volume of 
imports needed to sustain continued growth. Thus 
some vigorous belt-tightening was necessary. 

This is the third time in the postwar period that 
Japan has faced economic difficulties. The first was 
in 1949-50 when American emergency aid was re- 
duced and Japan had to stand on its own feet. The 
second was in 1953-54 when the Korean War boom 
petered out and a strong dose of deflation was 
needed. This time the problem is excessive imports 
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and an alarming drain-off of foreign exchange 
reserves. 

The present world situation leaves little room for 
remedying Japan’s trade deficit by expanding ex- 
ports. In fact, considering the global retrenchment 
now in progress, Japan will have to fight to keep 
existing markets. More than half of Japan’s exports 
go to countries with foreign payments difficulties 
resulting from declining commodity prices. The rest 
go to industrial countries like the United States 
facing a recession. 

Russia’s scientific breakthrough with the sputnik 
came at a time when many Japanese were pressing 
for lessened dependence on the United States and a 
more neutral role for Japan. There had been mount- 
ing agitation for ending U.S. A-bomb testing in the 
South Pacific. Now, with the world daily getting 
smaller, a serious reappraisal of Japanese-U.S. rela- 
tions is in progress. 

How did Japan’s present economic difficulties 
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assembly line making 





come about? Paradoxically, from unexpected pros- 
perity! Japan’s gross national product has more 
than doubled since 1950 while industrial production 
has tripled. This has been the result of rapid growth 
in exports investment, and home consumption. But 
since Japan is critically lacking in raw materials, 
each of these has required a burgeoning of imports. 
The result has been a growing deficit in Japan’s 
international payments. 


Background of the Boom 


« Japanese exports have increased steadily in 
recent years, having more than doubled since 1953. 
Active trade promotion and worldwide prosperity 
are responsible for this increase. But it has been 
necessary to import growing quantities of fuel and 
fiber, metal ores and scrap, and other raw materials 
to supply these export industries. 

e Mounting investment in new capacity and plant 
modernization has been a logical response to the 
business boom. This has intensified the scramble 
for resources, causing even more demand for im- 
ports. It has also increased Japan’s foreign pur- 
chases of machinery and capital equipment. 

e Rising consumer spending has been the third 
factor buoying the economy. Japan is now more 
prosperous than ever before. Wage earnings have 
doubled since 1950. A succession of good harvests 
has upped the purchasing power of rural areas. 
Higher living standards are reflected in growing 
sales of washing machines, radios, and motor bikes. 

The deficit in Japan’s foreign payments, which 
began to appear 18 months ago, was the inevitable 
result of imports increasing faster than exports. It 
was further accentuated by declining dollar earn- 
ings from American troop spending and maintenance 
of U.S. military bases in Japan. This development 
reflected the gradual withdrawal of U.S. forces. The 
gap in international payments, initially of manage- 
able proportions, got out-of-hand early in 1957 and 


foreign exchange reserves drained off at the alarm- 
ing rate of $100 million per month. 

While imports continued to accelerate during the 
first half of 1957, Japan’s exports showed a dwin- 
dling rate of growth. Stiffer competition in world 
markets and declining availability of foreign ex- 
change made the going rough. Except for ships, 
chemicals, and synthetic fabrics, most of the export 
categories showed little gain in 1957. Export earn- 
ings from shipbuilding climbed to nearly $400 million 
in contrast to only $80 million two years earlier. 
Although Japan has several years of backlog of con- 
struction orders on hand, the sharp drop in ship 
charter rates has caused some recent cancellations. 


Japan Applies the Brakes 


To protect its reserves, the Japanese Government 
moved vigorously. A whole series of defensive meas- 
ures were adopted: 

e The Bank of Japan’s discount rate was raised 

to a high of 8.4%. 

e Government deposits of foreign exchange with 

commercial banks were drawn down. 


e Security deposits for import licenses were in- 
creased. 

e Commercial banks were instructed to slow the 
growing volume of their lending. 


e Allocation of foreign exchange for imports dur- 
ing the second half of the current fiscal year 
was reduced 25% below the level of the first half. 


As a result of these steps, imports were gradually 
cut back, and, starting in July, the foreign payments 
deficit began to decline. With stockpiles of imported 
raw materials more than 50 per cent above the pre- 
vious year’s level, Japanese industry should be able 
to adjust without undue hardship. By October, a 
small surplus in Japan’s international payments was 
recorded, and this was sustained 
during the entire fourth quarter. 
























































a - ~ Through the end of 1957, money 
U.S. TRADE WITH JAPAN supply and bank credit were still 
(Millions of Dollars) expanding, but at a slower pace. 
Est. With Japan’s New Year’s holi- 
Exports to Japan: 1953 1954 1955 1956 1957 days over, some seasonal decline 
Grains & prod. 143 142 142 96 100 is now expected. 
Raw cotton 116 175 121 180 210 Although new problems may 
Oilseeds 51 53 59 54 50 arise, the adverse tide in Japan’s 
— eas - 4 — - economic fortune seems to have 
etroleum products " " sal caieetiiiniem 
Seite, coun, & ew 35 49 44 217 340 turned. The drain on reserves 
Machinery & vehicles 93 84 70 84 160 apparently was halted last Fall. 
Chemicals & drugs 41 36 46 70 85 The Government’s holdings of 
Others 124 89 103 ute hina freely useable foreign exchange 
Total 688 677 637 887 1,200 dropped from a peak of $1.2 bil- 
lion at the end of 1956 to a low 
Est. of about $650 million in mid-1957. 
Imports from Japan: 1953 1954 1955 1956 1957 Although losses continued until 
Sea food 37 40 42 54 60 the fourth quarter, they were 
Silk & manufactures 44 46 57 63 60 made up by $300 million of emer- 
Cotton manufactures 19 23 60 84 70 gency loans from the Interna- 
Other textile prod. - a ° rad - tional Monetary Fund and the 
Wood & paper prod. 19 32 52 66 70 U.S. Export Import Bank 
Chinaware & pottery 13 16 20 27 30 | ©. LXport-imy 2aNkK. 
Metal manufactures 43 19 45 71 80 
Machinery & elect. equip. 10 10 16 24 40 Developing New Exports 
Toys & sporting goods 8 10 16 24 30 
Others ea wad ta ~ ht To meet the challenge of world- 
Total 260 276 416 548 600 wide industrialization, Japan has 
= _ been developing new export in- 
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dustries producing capital equip- , 
r the ment, precision instruments, and JAPAN: eee Exchange Holdings 
, ° - y Quarters 
win- consumer durables. Textiles, (Millions of U. S. Dellors) 
rorld which once accounted for more 1400 
ex- than half of all exports, and other 7 
hips, soft goods have declined in im- — sagen gaeneermnles S 
‘port portance. Celluloid toys, cheap 1400 eS % 
arn- crockery, and cardboard have aap] Other Meldings . SSE 
‘lion given way to sewing machines, 12080 os “i 
rlier. super-tanks, and surgical instru- oe Sorte % | 
con- ments. Whole new industries have pee SF ud *O % 
ship sprung up in the field of optics, seus t = —e sf Panag 
ions. chemical fibers, and motor cars. 5 = ot Ye, 
Since the beginning of 1956, 200 hs Sse — yr <! _ 
Japan has overtaken Great Brit- >» [22 U.S. Dollars 
aj ac rarld’c adi shi * — at and Gold /~ 
ain as the world’s leading ship- ¥ e4uae” ed 
ment builder. One long-run advantage aed eet ; = 
neas- of these industries is that propor- —_ 
tionately they utilize more labor 400 -— : 
— and less imported raw material S==== 
sa (per unit of export value) than ; 
the older consumer goods lines. ed — 
with Japan’s shift to heavier indus- 
try has raised fuel consumption err rar oad ae 3 : so. — 
7 e and spurred the search for new — - . 
si energy sources. Besides modern- hes = | = t = — Ss 
izing its uneconomic coal mines, Plottings by Quarter, 4th quarter 1957 estimated 
v the Japan has been pushing the de- 
velopment of remaining hydro- 
dur- electric sites. Since this involves flooding some of plore opportunities for broadening their sales here. 
vear the best farm land (another scarce resource), it The emphasis will be on quality merchandise and 
half. creates new problems while solving old ones. Atomic specialty goods. Greater attention will be given to 
power is Japan’s hope for the future, but for another trade promotion and advertising. In the aggregate, 
ually decade imports of coal and petroleum wil] rise. The Japanese sales to the United States, may register 
nents nation’s fuel import bill jumped from $50 million another modest gain despite the restraints Japan 
orted in 1950 to more than $600 million last year. has placed on specific products. 
| pre- United States exports to Japan have been artifi- 
able Importance of U.S.-Japanese Trade cially inflated during the past few years by our 
er, a Government-subsidized shipments of surplus cotton, 
3 Was The United States is Japan’s principal trading soybeans, and foodgrains. Although the same con- 
ained partner. The widening deficit against Japan has_ ditions are not likely to recur in 1958, Japan will 
irter. created problems for both countries. The United probably remain our second best overseas market. 
loney States imported about $600 million of Japanese But, of necessity, Japan will have to reduce its large 
> still goods in 1957, up 10% from a year earlier. In con-_ trade deficit with the United States. 
pace. trast, United States exports to Japan climbed to 
holi- $1,200 million last year, up 35%. Japan is our best Seeking New Markets 
cline overseas customer after Canada. 

The growth of Japanese sales to the United States The slow growth of Japan’s trade with Southeast 
may has slowed because Japanese exporters are anxious Asia has been especially disappointing since this 
pans not to jeopardize the goodwill they have earned in’ region is complementary to the Japanese economy. 
have their most profitable overseas But these poorly developed areas 
er'ves market. In pre-war years, there If do not have sufficient income to 
Fall. were numerous complaints of JAPAN: Foreign Trade* carry on much trade. Balance-of- 
s of dumping and shoddy merchan- Millions of U.S. Dollars payments troubles in most of 
; ah. dise. But Japanese trade associa- Suporte imports these countries and some linger- 
- bl tions now promote good design, ~ ing ill will from World War II 
i low control quality, and in certain }} '%47 we 526 are also retarding factors. Also, 
1957. cases limit exports. They have ]} 148 258 684 there is growing competition for 
until voluntarily agreed to quotas on 1909 $10 90s these markets from Red China. 
were sales to the United States of such 1950 826 74 However, reparations agreements 
»mer- products as cotton textiles, ply- }} ‘5! 1-385 1096 now in effect or under negotiation 
erna- wood, tuna fish, sewing machines, 1952 1,273 2,028 should add $100 million a year to 
| the and steel.flatware. On the other }} 15% 1.275 2410 Japan’s trade with Southeast 

hand, United States exports to | '954 1429 2,399 Asia. 

Japan last year increase in almost 1955 2,010 2471 Japanese businessmen sstill 
s all categories (see table), but the 1956 2,501 3.230 dream of their lost trade with the 
ma most striking gains were scrap || '%57 estimate 2,700 = 4,300 China mainland. Before the war, 
orld- metal and machinery. *total trade according to Customs this amounted to about 15% of 
r has During 1958, it may be expected statistics. Japan’s total trade, whereas to- 
‘> that Japanese producers will ex- = = (Please turn to page 595) 
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5 fn Lone Ranger and Wyatt Earp have much 
more in common than their quick gun hand, 
unerring aim and fearless pursuit of justice and 
desperados. Along with thousands of other equally 
diligent people, they toil in the many and varied 
fields which combine to form General Mills, Inc. 
Together, these industrious hands and righteous 
fists last year helped General Mills grind out a new 
sales high of $527,701,677. However, even such stal- 
wart allies as these could not forestall a slight dip 
in net earnings and income per share. 

But this is deemed to be merely a temporary set- 
back and plans are already afoot and new products 
at hand to lift the company’s sales and earnings 
into a new upward spiral. General Mill’s ambitious 
research program already has reaped enough re- 
wards to lay a solid foundation upon which to build 
a prosperous future. Not the least of these is a new 
process for the bulk production of arginine. Until 
recently, arginine, a basic amino acid, has been avail- 
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able only in minute quantities. However, arginine 
will no longer be in short supply and pharmaceutical 
houses, research centers, hospitals and universities 
are studying its potential application in the treat- 
ment of patients for comas resulting from malnutri- 
tion, alcoholism or internal hemorrhaging. The new 
chemical also is being tested for its therapeutic 
value in the treatment of uremia. 

The development of arginine by General Mills has 
overshadowed the fact that another basic amino 
acid essential to the human health, lysine, has be- 
come an increasingly important bread-winner for 
General Mills. The development of a process for 
producing |-lysine in bulk from natural materials 
will permit production economies and enhance its 
market potential. 


Research and Product Development 


Perhaps the most dramatic and far-reaching dis- 
covery of the General Mills’ research division is con- 
tained in the announcement that the company’s 
scientists have been able to form the components 
of all living cells by atomic radiation. Experiments 
indicate that radiation may have been the cosmic 
instrument which formed the first amino acids, the 
building blocks which may have been transformed 
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in nature’s vast and busy laboratory into the first, 
living cell and, eventually, into man. While it is | 
impossible to assess the economic significance of 
this achievement as yet, it nevertheless suggests 
the wide scope of General Mills’ research activi- 
ties and the rich creative potentia] which the com- 
pany possesses in an age when progress or stagna- 
tion may be decided by a firm’s capacity to develop | 
new products. 

The vital role played by research and new prod- | 
ucts is evident in the company’s broad “product | 


mix” and in the very organizational structure of 0 


General Mills. The grocery products’ division, for | 
example, produces packaged foods, flour for | 
household use and other household specialties. | 
The company’s sixteen flour mills grind about | 
15% of the nation’s flour, including such familiar 
household items as Gold Medal flour, Softasilk 
cake flour as well as bakers’ and export flour. 
Production of oat products and other grain activi- 
ties also are the responsibility of Genera] Mill’s 
flour division, which has traditionally accounted 
for about half of total sales. In 1957, for example, 
General Mills sold $234 million worth of flour here 
and abroad. 

The second largest category in the General Mills 
sales picture consists of package foods and house- 
hold specialties. The production and marketing of 
these items—including such famous assets as Betty 
Crocker cake mixes, Wheaties, Trix, Sugar Jets, 
Corn Kix and Cheerios — are the reponsibility of 
General Mills’ Grocery Products Division. Package 
foods and household specialties, slong with flour, 
are the sturdy pillars on which General Mills reaches 
vigorously for a future in which missiles, chemicals 
and electro-mechanical products will play as promi- 
nent a role in the company’s profit picture as the 
food staples which fed General Mills’ growth to 
corporate adulthood. It may well come to pass that 
when the Lone Ranger rides over the horizon to 
the cowboy’s Valhalla, he will be replaced in the 
affections of the nation’s young by a worthy suc- 
cessor riding a General Mills’ space ship. 


Reaching Into Space 


The prospect of missiles bearing a name which 
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associated with such profit- 
able but more prosaic lines as flour, feeds, baking 
mixes and cereals is not merely an idle fancy in- 
spired by our new-born interest in outer space. For 
General Mills’ mechanical division already has been 
awarded a prime contract for the production of a 
new missile for the Navy. Neither the amount of 
the contract nor the nature of the missile can be 
revealed because of military security. But the sig- 
nificance of this contract in terms of the company’s 
future role in the missile field lies in the fact that 
the development work, and much of the design work 
on the missile was done by General Mills. In addi- 
tion, the company’s Mechanical Division has been 
awarded sub-contract for guidance system assem- 
blies for a new surface-to-surface missile as well 
as contracts for major parts of the B-52 and B-58 
jet bomber defense systems. 

General Mills’ Mechanical Division is the largest 
in total employment of the company’s nine divi- 
sions. The 2,000 employees at these plants are pres- 
ently involved in a wide range of military and 
commercial projects. These include radar antennas, 
“robots” for handling “hot” atomic materials and 
other control devices of (Please turn to page 599) 
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Long-Term Operating and Earnings Record | 
Percent 
Earned 
Net Operating Operating Income Net Net Net Div on 
Sales Income Margin Taxes Income Profit Per Per Invested Price Range 
(Millions) (Millions) Margin Share Share Capital High Low 
1957 (6 mos. ended Nov. 30) $265.0 $ 7.7 $ 6.4 2.4% $2.59 | 
1957* 527.7 25.3 4.8% 14.2 12.2 2.3 4.88 $3.00 9.0% 69 -56! 
1956 516.0 29.8 5.7 16.1 14.0 2.7 5.68 3.00 10.6 7134-61 
1955 513.6 26.0 5.0 14.5 12.3 2.4 5.02 2.75 10.0 7734-66% 
1954 487.5 22.3 46 11.4 1.1 2.3 4.50 2.50 9.2 7834-60'4 
1953 483.0 22.2 46 11.4 11.4 2.3 4.68 2.75 9.8 61 -52 
1952 468.8 21.3 4.5 11.5 9.5 2.0 3.94 2.50 8.8 60'4-52\4 
1951 435.9 24.4 5.6 13.0 11.5 2.6 4.92 2.50 11.0 652-532 
1950 395.8 207 5.2 7.5 13.2 3.3 5.87 2.50 13.2 61'2-51% 
1949 410.3 17.5 4.2 6.2 11.6 2.8 5.11 2.25 12.5 56'4-4458 
1948 458.4 22.1 48 9.0 13.0 2.8 5.83 2.50 15.3 53 40% 
10 Year Average 1948- 1957 $492.2 $23.1 4.9% $12.5 $12. 6 2.7% $5.30 $2.62 10.9% 78%4-40"2" 
*—Fiscal years ended May 31. 1—1957-58 price range to 1/14/58. “—Ten year price range. | 
J 
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By PAUL D. GESNER 


@ It is becoming increasingly clear that the for- 
ward outlook for industrial companies is changing 
daily, and that we have arrived at a wait-and-see 
period. 

The first annual reports for 1957 are trickling in, 
but they may hold little portent as to what is coming 
in the next three, six or nine months. Conditions are 
changing that fast. 

One significant fact pointed up by the reports is 
that industrial companies generally are continuing 
to carry on operations with a minimum amount of 
cash. Liquidity, in fact, is the lowest since 1939. 
To give the over-all picture, corporations in the 
United States, excluding banks, savings and loan 
associations and insurance companies, were holding 
cash and U.S. government securities totaling $57.3 
billion at the end of 1955. By the end of 1956, this 
aggregate had declined to $53.3 billion. On Septem- 
ber 30 last, cash and government holdings had 
dipped to $49.3 billion. 

Another factor that thrusts itself out of almost 
every 1957 report is that the cost of doing business 
is higher than a year ago. 
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PART I 





Bendix Aviation is an excellent case in point. For 
1957, Bendix had sales of $711,200,000, compared 
with $581,400,000 in 1956—but profit margins 
dipped. There was competitive pricing, labor costs 
rose, materials became more expensive, and there 
were continued large outlays for developmental and 
engineering projects in connection with aviation and 
other military products. As a result of the increased 
costs, the company’s profit margin declined to 3.8 
per cent, compared with 4.1 per cent in 1956. 

Currently cutbacks and stretch-outs in the defense 
program have upset Bendix production of complex 
items for the armed forces. Its diversified output of 
automotive, electronic and marine products is being 
affected by the slowdown in industry generally. 
Many of its newer electronic products have large 
future potentialities, but from the immediate earn- 
ings standpoint, their importance is small now. Thus, 
the course of sales and earnings in the months ahead 
will be determined more by the developing business 
trend than by any base established in 1957. 


Changing Economic Factors 
The economic winds are shifting with every new 
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gust from Washington, Wall Street, Detroit, Pitts- 
burgh and main street. 

Right now, many say the decline in industrial 
activity, which got under way last year and is still 
continuing, may flatten out sooner than expected. 

A fortnight ago, the majority feeling was that the 
storm signals for further recession might remain 
hoisted far into 1958. 

The newest change in sentiment—and annual re- 
ports of companies operating on a calendar year 
basis may bear this out—is the feeling that inventory 
liquidation by major durable goods producers may 
be proceeding faster than believed. We hope it proves 
true. 

A year ago, when business was at close to peak 
levels, inventories were being accumulated in all 
industry at a pace of $5,000,000,000 annually. Right 
now, there are indications that items in inventory 
are being moved out at a rate of $3,000,000,000 
annually. 

If forthcoming reports show this to be so, then the 
current recession in industry may be shorter in dura- 
tion than many expect at this time. The bottoming 
out, however will depend on a simultaneous pick-up 
in orders. 

The indicators upon which a continued decline 
in manufacturing activity have been predicated in- 
clude (1) the December drop in the Federal Reserve 
industrial activity index to 136, contrasted with a 
high of 147 in December, 1956; (2) a drop of 38 per 
‘ent in steel production, (3) a reduction of 20 per 
nt in passenger car production, (4) another mark- 
down in copper prices to around the 25-cent level, 
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(5) cutbacks in aluminum output, (6) a volume of 
freight traffic running 16.4 per cent below a year 
ago, (7) a $2.5 billion chipping of the rate of per- 
sonal income to $343 billion annually, and (8) a rise 
in unemployment to 3,374,000, with a prospect of a 
further increase. 


Plus Factors in 1958 Outlook 


On the other side or the coin, however, are a 
variety of plus factors, some of which seem to 
promise an earlier return to stability than was in 
sight last month when each new day brought news 
of further production cutbacks, plant closings, and 
worker layoffs. 

Among these are (1) a high level of retail sales, 
despite recession headlines; (2) indications that the 
construction outlook remains strong, with forecasts 
of another 1,000,000 housing starts this year, and 
likelihood of larger state and local school and insti- 
tutional building; (3) indications of an early and 
robust step-up in missile production, as against last 
year’s order cutbacks and stretch-outs which served 
to accentuate the industrial slowdown and rise in 
unemployment, particularly in the final half; (4) a 
growing sentiment in Washington to step in and 
“prime the trade pump” if the industrial lag wors- 
ens (there are Congressional elections coming) ; (5) 
possible new Federal Reserve steps to ease money 
rates; (6) a possible quickening of the giant Fed- 
eral road-building program; (7) a continued high 
volume of capital expenditures by electric companies 
and others who must (Please turn to page 597) 




























































































Comparative Sales, Earnings & Net Profit Margins of Leading Companies 
Net Sales Net Profit Margin Net Per Share Net Per Quarter 1957 
1956 1957 1956 1957 1956 1957 Ist 2nd 3rd 4th 
(Millions) “\o 

American Encaustic Tiling $ 10.4 $ 12.2 10.1% 10.4% $1.56 $1.82 $ .30 $ .52 $ 49 $ 51 
American Distiliing 71.4 76.2 1.8 19 3.07 3.44 1.02 61 82 8 | 
American Motors 408.4 362.2 “48 “3.2 “3.48 “2.12 ¢ 53 41 20 , 98 
Armour & Co. 2,011.4 1,935.7 r J 3.09 72 27! 451 
Bendix Aviation 581.4 711.2 4.1 3.8 5.04 5.44 1.25 1.38 1.40 147 | 
Carrier Corp. 238.3 263.4 4.5 2.8 4.99 3.17 2.402 77 | 
Caterpillar Tractor 685.9 649.9 8.0 6.1 6.08 4.32 1.60 1.40 1.08 25 | 
Celotex Corp. 76.4 68.6 77 5.6 6.42 4.00 86 81 1.18 11s | 
Cessna Aircraft 66.2 70.0 6.3 5.5 5.75 5.04 1.15 11 1.49 134 | 
Chain Belt 56.7 59.5 8.2 7.7 6.73 6.21 1.33 1.90 1.42 1.57 
Cornell-Dubilier Elec. 33.1 32.4 3.2 2.3 2.01 1.38 52 24 19 43 
Deere & Co. 313.5 388.1 6.3 76 2.67 3.9% 63 1.46 1.15 72 
Douglas Aircraft 1,074.6 1,091.3 3.0 2.8 8.96 8.28 2.37 2.13 2.17 1.61 
Dresser Industries | 230.3 274.0 7.5 7.4 3.97 4.60 1.04 1.09 1.17 1.33 
Firestone Tire & Aubber 1,115.1 ‘1,158.8 5.4 5.3 7.43 7.32 1.68 1.75 1.96 1.92 

| General Shoe are 195.1 223.2 3.1 2.6 2.27 2.07 58 5) 26 72 
Int. Business Machines - ss 734.3 ~———*1,000.4 9.3 8.9 6.55 7.73 1.78 1.61 1.93 2.33 
International Harvester 1,252.0 _ 1,171.3 3.9 3.8 3.16 2.88 51 68 75 93 
International Shoe 2668 266.1 44 3.5 3.53 2.86 1.58! 1.28! 
Lee Rubber & Tire 465 486 3.4 3.6 1.90 2.09 40 44 58 67 
Marathon Corp. 1528 #§=§©6 155.4 0S 6.0 5.3 253 2.29 38 46 5) 94 
Morrell (John) & Co. 3943 3407 8 a 3.60 62 d ga! (abl 
Polaroid Corp, = titi 10 96 1.408 60 37 358 
Stevens (J. P.)&Co..... 372.6 4177 2.2 2.1 2.08 2.21 52 58 383 
U. S. Borax & Chemical 505 509 13.4 10.7 147 11S i 1.0322 
West Virginia Pulo & Paper 18976 = 191.287 6.2 3.19 231 56 57 68 50 
Wilson & Co. 6089 640.9 1.1 9 2.83 2.19 1.00! ag 
Deft. | - “29 months. — — ae 
1_6 months. 5—Estimated. 
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3 Leading Companies in the Industry 


By CHARLES GRAYSON 


@ The nation’s producers of oxygen and other in- 
dustrial gases have been enjoying unprecedented 
prosperity in recent years. From its modest begin- 
ning just before the turn of this century with the 
discovery of the oxyacetylene process by the French 
chemist Le Chatelier, the oxygen industry — and it 
can indeed be termed an industry, what with several 
large companies making a whole line of products— 
has exerted a profound influence on our nation’s in- 
dustry. And in the course of the past fifty years or 
so, this industry has sprouted to a point where it 
today holds down a position of special importance, 
with much of the missile program dependent on its 
well-being, as are large segments of the steel and 
chemical industries. 

But more than just producing oxygen and other 
industrial gases, this industry has yet another ace 
or two up its sleeve! As the demand for oxygen has 
mounted, transportation of the gas proved increas- 
ingly difficult. Cylinders weighing five times as much 
as the gas they contained seemed a most impractical 
method of shipping the increasing volume of oxygen. 
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Liquification of oxygen, first solved by Linde Aji 
Products, Inc., a Union Carbide division, proved to 
be one answer to the shipping problem. But an even 
more practical solution for large oxygen users was 
the development of on-location generating equipment 
which is now being built by a number of oxygen 
producers as are other products related to the use 
of oxygen. It is this development which has done so 
muct to broaden the horizon of this industry, for 
not only do such generating facilities enable the 
oxygen producers like Air Products to cash in on 
the burgeoning market for this gas, but what is more 
important, they facilitate the creation of new mar- 
kets as well. 


The Reduction of Air Into Its Components 


The title of a leading company in the industry, 
Air Reduction Company, aptly describes the process 
of obtaining oxygen and other gases by a reduction 
of air into its component parts. In the initial stages 
of the process, the air we breathe is first compressed 
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and then freed of all traces of oil, moisture and car- 
bon dioxide. Then it is cooled before entering a 
separation column in a liquid state of —-312° F. Under 
varying conditions of temperature, its components 
are then “tapped off” in the liquid or gaseous state, 
and compressed in containers. 

Oxygen, one of the most abundant of all elements 
on the earth’s surface is the leading product thus 
obtained. Distributed either as a liquid in railroad 
tank cars and tank trucks or as gas in pipelines, 
trailer trucks and cylinders, oxygen has a rapidly 
widening variety of industrial uses, all beginning 
with the basic discovery of the oxyacetylene process 
which combines high purity oxygen and low cost 
acetylene gas to produce an extremely hot flame of 
about 6000° F. 

Nitrogen is another product of the Air Reduction 
process for which markets are expanding. It is used 
as an inert shielding gas in the manufacture of 
chemicals, in metals processing, in food preserva- 
tion, in coaxial communications cables and in elec- 
tronics. Argon, also a product of the reduction 
process, is used in increasingly large quantities as 
a shielding gas in electric arc welding and cutting, 
and is becoming more important in the manufacture 
of wonder metals such as titanium and zirconium. 
Neon gas, used for tubular display lights, and xenon 
and krypton, which are used for television and elec- 
tronic tubes, are the other gases obtained in the 
reduction process. These companies, furthermore, 
produce a line of other industrial gases including 
carbon dioxide and acetylene. 

The growth in the use of oxygen has been truly 
phenomenal! In 1940 about 6 billion cubic feet of 
oxygen with a market value of $24 million or 40 
cents per 100 cubic feet were used in the United 
States. By 1956, consumption had risen to 70 billion 
cubic feet and the cost had declined to 12 cents per 
cubic foot, and even less for large quantities. A 
direct result of the decline in cost, which was due to 
some basic changes in the techniques of oxygen pro- 
duction, transportation and application, was that 
industry upped its use of this gas substantially. 

Of interest to investors is that the chief profit 
determinant of the compressed gas industry is vol- 
ume. Orderly price reductions which create addi- 
tional volume, therefore are beneficial to the larger 
producers in the industry Capital costs and indeed 


cipal raw materia! is air, and only small amounts 
of chemicals are utilized in the process. The pro- 
duction of other gases such as carbon dioxide, is, 
on the other hand, costlier. 


Widening Markets for Oxygen 


Unquestionably, the most glamorous market for 
oxygen at the present time is related to our defense 
effort, namely the expanding missile program. Liquid 
oxygen is a principal] component in the propellent 
for rocket type missiles. The various ICBM and 
IRBM projects such as the Atlas, Titan Redstone, 
Jupiter and Vanguard all utilize liquid fuels. In fact, 
of the five basic missiles now under development 
with a range of over 1,000 miles, only the Navy’s 
intermediate range Polaris uses solid fuel. 

Air Products is a company particularly well en- 
trenched in the missile program, being a leader in 
the manufacture of liquid oxygen generators and 
similar equipment for the separation of gases int 
their constituent elements. Since this liquification 
involves the creation of extremely low temperatures, 
Air Products has become a leader in the field of 
“Cryogenics”—the term for low temperature process- 
ing. Government oxygen producing installations now 
range from stationary generators to mobile units 
which are wholly contained in trailers to permit 
rapid transportation. Other generators are used on 
board guided-missile naval vessels. 

Large quantities of low cost oxygen are of great 
importance to the steel industry at the present time 
in view of the urgent need to expand iron and steel- 
making capacity with a minimum of capital expendi- 
tures. During 1956, the steel industry consumed 
approximately 24 billion cubic feet of oxygen, or 
about 34% of the nation’s total output. On-location 
generators produced some 8 billion cubic feet, the 
balance having been purchased through normal 
channels. At the present time, 200 or more cubic 
feet of oxygen are being used for every ton of steel 
produced, double the 1945 consumption level of 100 
cubic feet. The development of new applications 
points towards substantial further increases in the 
use of oxygen by the industry. 

That the steel industry is successfully finding new 
uses for oxygen is pointed-up by a new process in 
which open hearth-quality can be produced by intro- 


























ir A ; ; ; ; 
to related costs such as maintenance and repairs are ducing oxygen at very high speeds into converters 
nae high for the companies, with about $1 of initial in- containing molten iron. Among the advantages of 
na vestment in plant required for each dollar of annual this process are lower capital investment in plants, 
at sales. But on the other hand, the cost of materials lower operating expenses and shorter production 
-n for the production of oxygen is fractional; a prin- time. McLouth Steel (Please turn to page 596) 
se 
SO ee _ — = 
or Principal Producers of Oxygen Products and Equipment 
ne | Ist 9 Months 
m | 1956 1956 1957 Indicated 
re Net Earnings Div Net Earnings Net Earnings _— Current 
r- Sales Per Per Sales Per Sales Per Div Price Range _— Recent Div 
(Mil.) Share Share (Mil.) Share (Mil.) Share Rate 1957-58 Price Yield 
Air Products $ 9.11 $90! $ .20' $19.22 $1652 $ 33.0% $1.69% $ 20 37 -24 29 7% 
Air Reduction 169.8 4.19 1.90 123.7 3.21 140.9 3.28 2.50 65%4-45% 50 5.0 
General Dynamics! 1,047.8 4.14 1.60 715.5 2.51 1,133.1 3.50 2.00 68%-464 64 3.1 | 
; National Cylinder Gas Co. 141.1 3.97 1.35 103.5 2.91 115.3 3.42 1.80  50%-30 32 56 | 
y; Union Carbide Corp.® 1,324.5 4.86 3.15 971.3 3.54 1,045.9 3.44 3.60 124-90 4 #38 | 
3s ars hoa EP . | 
n 1—Year ended Sept. 30, 1955. \—Year ended Sept. 30, 1957. 
*—Year ended Sept. 30, 1956. 4—Liquid Carbonic now div. of Gen. Dynamics. 
2s *—Linde Air Products—div. of Union Carbide. 
d 
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WHICH TOBACCOS WILL LEAD IN 1958? 


By DAVID BELL 


RIOR to 1948, changes in the cigarette industry 

were gradual and rather deliberate as leading 
brands lost their popularity slowly and newer com- 
petitive brands made headway at the same rate. If 
a cigarette declined in popularity it usually took 
three or four years for it to regain its lost position. 

But in the last few years the disruptions caused 
by the cancer scare quickened the industry’s tempo, 
leading to radical changes in cigarette packaging 
and marketing techniques, as companies struggled 
to maintain their competitive positions. 

The year 1957 was a good one for cigarette manu- 
facturers, in fact the best on record. Consumption 
for the year is estimated at 410 billion cigarettes, a 
gain of 18 billion over 1956, and an increase of about 
5 per cent over 391 billion of 1956. This surpassed 
the previous peak year 1952, when some 394 billion 
cigarettes were sold. 

Despite the revival from time to time during the 
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year, of the controversy on the health aspects of the 
smoking habit, consumption of cigarettes continued 
to increase. In fact, cigarette sales for the third 
quarter were up about nine billion units, far and 
away the best three month period in the histor) 
of the industry. 

The cigarette industry, long known for its agility 
in competitive advertising, has demonstrated its flexi- 
bility in manufacturing to meet the challenge of the 
alleged health menace in cigarette smoking by 
switching manufacturing facilities and advertising 
emphasis to filter cigarettes. The sharp growth in 
filter tip brands was responsible for new records 
having been set in 1957. 

The popularity of filter tip cigarettes however, has 
been accomplished principally at the expense of con- 
ventional standard and king size cigarettes. Unit 
sales of filter-tip cigarettes climbed 48 billion units 
or approximately 41 per cent to about 40 per cent 
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of the total cigarette market. 
Straight regular size cigarettes 


OUTPUT OF LEADING CIGARETTE BRANDS IN 1957 








were down almost 20 billion units | go 

and king size brands down 7.4 

billion — percentage declines of —— 
12.1 and 8.4 respectively. Regular 60 


size cigarettes attained 39 per 
cent and king size 21 per cent of 
the total market. 

Still another and newer type of 
cigarette gaining in popularity 















































































































anid one which most manufac- 

turers are now producing is the 

mentholated-filter tip. Consump- 

tion of these newer taste brands 

increased quarter by quarter last - a 2 

year as they grew in popularity 4 = 2 im > g S & 

an! additional brands were mar- rv = 5 ° & = ° 2 8 5 2 

keted. Mentholated filter tip vol- = a _ 3 = 8 rs] m4 a c a 

ume for 1957 is estimated at 21 Vv a 5 = w > = rs) z 

bil‘ion units or approximately 5 ia El v = 

per cent of the market. - oO = a = iS = _ = 
Another area of growth in the —T9 —14 —12 +200 —152 +22 +81 + 4 — 122 +341 — 23 

industry was the spread in use of moos ber tne seve cst 

the newer type crush proof box. 


The trend of sales in supermarkets and vending 
machines also was accentuated as it is estimated 
that in 1957 almost 50 per cent of all cigarette sales 
were through groceries and supermarkets and 
slightly less than 20 per cent through vending ma- 
chines. The rapid rise in the number and size of 
cigarette brands has strained display space in stores 
and vending machines but a new vending machine 
displaying and dispensing two dozen brands is now 
in use somewhat relieving this merchandising 
problem. 

Reynolds Tobacco Co. which has shown the most 
consistent growth in the industry continued to gain 
in 1957. The company’s filter-tip Winston and men- 
thol filter tip Salem accounted for the sales increase 
scored by this company. Sales of Camel still the most 
popular cigarette were down about 8 per cent. How- 
ever, sales of Reynolds products in the first nine 
months of last year amounted to $786 million com- 


Sales for the year should be well above the $1 billion 
mark for the first time in the history of the company 
and the first time in which any company has chal- 
lenged American Tobacco’s leadership and billion 
dollar plus sales record. The excellent sales perform- 


ance of Reynolds will result in proportionately 
higher net income. For nine months earnings 


amounted to $5.23 per share compared with $4.39 a 
year earlier and for the entire year of 1957, earn- 
ings are estimated to have risen to $7.15 a share. In 
1956 net income equalled $5.91 a share. 

In line with its excellent sales and earnings record 
Directors have increased the dividend rate each year 
since 1953 and stockholders are hopeful that the cur- 
rent $3.60 per share annual rate will be hiked in 


1958. 


Lorillard’s Sensational Spurt 


























pared with $705 million in the like 1956 period. But while Reynolds (Please turn to page 594) 
Position of Leading Tobacco Companies 
1956 Ist 9 Months 
1956 1957 Indicated 
Net Earnings Div Net Earnings Net Earnings Current 
Sales Per Per Sales Per Sales Per Div Price Range Recent Div 
(Mil Share Share (Mil Share (Mil Share Rate 1957-58 Price Yield | 
| 
American Snuff $ 183 $4.05 $2.80 n.a. $3.40 n.a. $3.76 $2.90 4534-39'2 43 6.7% | 
American Tobacco 1,082.5 7.51 5.00 $803.7 5.62 $798.5 5.85 5.00 7934-6934 79 6.3 
Bayuk Cigars 41.8 1.70 1.00 29.9 1.26 27.6 1.26 1.00 172-1558 17 5.8 
Consol. Cigar 72.8 3.86 1.20! 53.6 3.02 56.1 3.39 1.40! 33 -29'« 30 46 
General Cigar 45.2 4.14 1.50 30.4 2.68 38.9 3.78 1.80 4958-35 48 3.7 
Helme, G. W. 9.6 1.68 1.70 n.a. 1.22 n.a. 1.65 1.70 2478-2258 24 7.0 
Liggett & Myers $64.9 6.39 5.00 420.5 4.70 434.4 5.13 5.00 69'4-62'4 70 7.1 
Lorillard (P.) 203.2 1.34 1.20 150.6 91 190.9 1.85 2.00 35 -15%s 34 5.9 
Philip Morris 326.8 4.06 3.00 284.2 2.91 307.9 3.22 3.00 4638-385 46 65 
Reynolds Tobacco “’B”’ 957.3 5.91 3.10 704.4 4.39 785.6 5.23 3.60 66'4-52'8 64 5.6 
U. S. Tobacco 27.7 1.47 1.20 20.7 1.03 20.9 1.22 1.20 25'2-17 21 5.7 
n.a.—Not available. 1—Plus stock. 
Qec’+ — PZ 9C . 
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Bull Market range of choices. If you want of earnings. Some examples here = Fond 
Whether the industrial and rail maximum long-pull growth po- are Boston Edison, Interstate With 19: 
averages have had their full de- tentials, you have to accept com- Power, New England Electric erately | 
clines remains conjectural, since paratively low current dividend System, Northern States Power 4, $2.4 
the business recession is continu- Yields, as in the case, forexample, and Public Service Electric & lste in { 
ing and investors may be shocked of Florida Power & Light, Hous- Gas. During recent months a shock —_ 
in many instances by the profit ton Lighting and Texas Utilities. number of utilities have been 
shrinkages to be revealed both on There are middle-road choices recommended here. Results so far | Metals 
1957 final-quarter and 1958 first- | Where the growth rate is more range generally from satisfactory aa 
quarter operations. But the utility | moderate and yields range rough- to good. > cae 
list is unquestionably in a new ly from 4% to 5%. A few exam- —— as wr @ 
bull market founded on construc- _ ples are American Gas & Electric, California Utilities > aa 
tive money-rate factors and the Central & South West, Middle Utilities in California have not + — 
continuing gradual uptrend in South Utilities and Southwestern heretofore been able to benefit " tones 


over-all earnings and dividends. 
For the same reasons, that is also 
the case for some industrial in- 


Public Service. At present levels. 
yields in the vicinity of 5.5% to 
6% can be had only from utilities 


adequately from the state’s sharp 
rate of growth in population and 
economic activity because of tough 
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come stocks. A fair number of subject to below-average growth rate regulation. Recently, how- 

utilities and other income equities ——— 

have already risen above their 

1956-1957 bull market highs. At INCREASES SHOWN IN RECENT EARNINGS REPORTS 

least a moderate further rise is 1957 1956 | 

likely. It could be sizable in view Amer. Tel. & Tel. & subs. 3 mos. Nov. 30 $3.27 $3.15 | Eversha 

of the pressure of funds seeking Tishman Realty & Construct. Year Sept. 30 2.12 1.89 }|| Corrier 

selective employment, reduced op- Bendix Aviation Corp. Year Sept. 30 5.44 5.04 | Wesson 

portunity in many other sections Cuban Atlantic Sugar Year Sept. 30 3.16 1.64 New Yo 

of the market, and the fact that Walt Disney Productions Year Sept. 28 2.44 2.01 | Glidden 

bull markets, both generally and Virginian Railway 11 mos. Nov. 30 4.77 3.68 Pennsy! 

in favored stock groups, usually Central Illinois Pub. Service 12 mos. Nov. 30 2.43 2.27 Caterpil 

run to eventual excess. South Porto Rico Sugar Year Sept. 30 5.35 2.67 Brown-F 

American Gas & Electric 12 mos. Nov. 30 2.22 2.02 Armour 

Selections Punta Alegre Sugar Year Sept. 30 3.19 1.65 Woodws 
The utility investor has a wide _ 
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ever, the Commission’s policy has 
become decidedly more reasonable 
in granting rate boosts. The 
change assures considerable im- 
provement in earnings of leading 
companies, enhancing market po- 
tentials in their stocks. Pacific 
Lighting, leading distributor of 
natural gas, obtained major re- 
lief. It should boost estimated 
1957 net of about $2.40 a share 
by over 50% this year; and may 
we!l permit a boost in the $2 divi- 
dend. As a result, the stock is 
already up from 1957 low of 335% 
to around the top level of its post- 
war range; but, at 42, yielding 
about 4.8% on the present divi- 
dend, with potential yield from a 
higher rate possibly 5.5% to 6%, 
it is a sound investment. 


Others 
Southern California Edison has 


' also obtained large relief. It could 


lift 1958 earnings by something 
like 30% over 1957’s estimated 
$3 or so a share; and bring at 
least a moderate boost in the $2.40 
dividend. The stock, now around 
50 to yield 4.8% on the present 
rate, has better than average pos- 
sibilities in the utility bull mar- 
ket. So does Pacific Gas & Elec- 
tric, which has been granted some 
rate relief and which probably 
will get more. Its 1957 net prob- 
ably was close to $3.50 a share. 
With 1958 prospects at least mod- 
erately promising, some boost in 
the $2.40 dividend is a possibility 
late in the year. Around 50, the 
stock now yields 4.8%. 


Metals 


Copper stocks stood up well on 
the recent news of a further cut 
by domestic producers of 2 cents 
a pound in the price of the metal 
to 25 cents. However, a “gimmick” 
is involved. Copper-state Con- 
gressmen have introduced iden- 
tical bills in the House and Senate 
to impose a 4-cent import tax at 


any U.S. price level under 30 cents 
a pound. Washington reports are 
that they have a better-than-even 
chance of being enacted. It would 
aid U.S. producers moderately, 
without putting all mines back on 
a profitable basis. It would be 
sounder, and more bullish in the 
long run, however, to let copper 
find its own level. The basic need 
is reduction of U.S. and world 
output; and correction of inven- 
tories. Artificial price support 
cannot contribute to that end. It 
is still an open question whether 
copper shares have seen their 
lows. The same is so of other 
metals for the same basic reason. 
There is too much copper, too 
much aluminum, too much lead, 
too much zinc. 


Steel 


At this time operations of the 
steel industry are around 56% of 
enlarged capacity, the most de- 
pressed level in a long time. Ac- 
cording to “‘trade sources”, inven- 
tories of finished steel in users’ 
hands were reduced by over 3 mil- 
lion tons in the final 1957 quarter; 
and by some 6 million tons in 1957 
as a whole. They are expected to 
be cut by another 3 million tons 
or so in the present quarter; and 
by much less in the second quar- 
ter, within which they should 
reach “rock bottom’, suggesting 
some gain in shipments in the 
quarter and more improvement in 
the second half. It should be noted 
that last summer “trade sources” 
thought inventories were low and 
expected improved steel demand 
in the late 1957 months. The re- 
verse turned out to be so. On a 
forward look, much depends on 
buying by the automobile and 
other consumers’ durable-goods 
industries. At present, we do not 
see promise that it will develop, 
since auto production is being cut 
back and may have to be cut fur- 
ther in view of disappointing re- 
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Eversharp Inc. 

Carrier Corp. 

Wesson Oil & Snowdrift 
New York Central R.R. 
Glidden Co. 
Pennsylvania R.R. 
Caterpillar Tractor Co. 
Brown-Forman Distillers 
Armour & Co. 


| Woodward Iron Co. 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 





1957 1956 
9 mos. Nov. 30 $ .84 $1.71 
Year Oct. 31 3.17 4.99 
Quar. Nov. 30 42 59 
11 mos. Nov. 30 1.27 4.95 
Quar. Nov. 30 -52 87 | 
11 mos. Nov. 30 1.54 2.90 | 
11 mos. Nov. 30 4.14 5.55 | 
6 mos. Oct. 31 54 97 
Year Nov. 2 66 2.96 
Yeor Dec. 31 1.57 2.64 
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tail car sales. Over-all use of steel 
in the capital-goods industries is 
evidently in an unfinished down- 
ward trend. On average, steel- 
company earnings could be down 
by at least 25% this year, possibly 
more. On that basis, the stocks, 
even though down sharply from 
the 1956-1957 highs, are by no 
means cheap. 


Glut 

Instead of being corrected, the 
over-supply of crude oil and re- 
fined petroleum products has so 
far become a bigger problem for 
the industry, threatening further 
erosion of the price structure. Out 
of sheer necessity, inventory cor- 
rection will eventually come, as it 
always has in the past. Mean- 
while, we continue to see inade- 
quate appeal in oils for new 
buying. 


Stock Groups 
Group action can change con- 
siderably from week to week, re- 
flecting fundamentals and tran- 
sient technical factors. The prin- 
cipal stock groups which have 
performed better than the market 
in recent trading up to this writ- 
ing are: air transport, confec- 
tionery, containers, farm machin- 
ery, dairy products, department 
stores, liquor, mail-order stocks, 
Shipbuilding, soft drinks, ship- 
ping, textiles, tobaccos and utili- 
ties. Groups recently faring werse 
than the_market_include aircraft; 
autos, (coal; Ccopper) 
wWssindustrial machinery, Office 

Cmachinery)Cradio-television, and 
Steel. 

Strong 

Individual! industrial stocks per- 

forming better than the market, 
both recently and for some time, 
include American Chicle, Ameri- 
can Motors, American Tobacco, 
Borden, American Stores, Corn 
Products, General Finance, Helme, 
Jewel Tea, Lorillard, National 
Biscuit, National Dairy Products, 
Penick & Ford, Penney, Pillsbury 
Mills, Sherwin-Williams, Reynolds 
Tobacco, Standard Brands, United 
Biscuit, U. S. Gypsum, Hiram 
Waiker and Wilson. As will be 
seen, they run heavily, even 
though not exclusively, to good- 
grade income stocks. 


Dubious 
Inability of many stocks to 
rally much above their prior lows 
necessarily increases doubt that 
(Please turn to page 600) 
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——THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY => 
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* = a a ; ‘ Outlook 
the slow 
Win the many revolutionary changes in our economy, This we have done in our new Trend Forecaster (developed 
it was evident that various indicators previously used should over a period of several years), which employs those indicates COMMC 
be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found to material 
rately forecast developing business trends. most accurately project the business outlook. unlikely 
When the Forecaster changes its direction up or down 8 |[g9o\: sp. 
COMPONENTS OF TREND FORECASTER* corresponding change in our economy may be expected sev- ln mest { 


eral months later. 





123 The depth or height of the developing trend is clearly pre 

asl oh. sented in our Relative Strength Measurement line, which re 
118» “Vas © | coe’ ies flects the rate of expansion or contraction in the making. When 
"S, a 4 ‘ particularly favorable indications cause a rise that exceeds 


plus 3 for a period of time, a strong advance in general busi- 


New Incorporations 
penetration of 


14.1 Py | H j ness is to be expected. On the other hand, 


























ann Goods , 4 minus 3 on the down side usually precedes an important con 
448 _ New Orders + J r traction in our economy. 
~ , We believe that subscribers will find our Business Trend 
333 oe Forecaster of increasing usefulness both from the investment 
100.4 Stock Prices and business standpoints. 
| aaa. (MWS index) 4 os ee 
| ore s 
193.7--°% “eed. | 277 Current Indications of the Forecaster 
Raw Industrial + ae a ttl 
| sapronyye Prices ‘\ The available figures for the end of 1957 point to a clear | | 
084.2 downward consensus. 1} | 
Among the components of the Trend Forecaster, new in- ost 
“au 4 corporations were declining in December, as they had through- | | |! 
Average Hours Worked , out the last half of 1957. Stock prices likewise fell, continuing/ Mas 
are “39.1 a decline begun in August. Industrial commodity prices de- 
‘-- i ? clined, as they had virtually throughout 1957. Average hours | | 
44.8, ’ s os gS 444.4 . 7 1} 
SO + p~ ‘ie worked fell further in December, after very sharp declines in «3 ba 
wer ° ° ° ° . 
v Pe. f the two preceding months. Business failures improved in De- | 
Meccinen Foiteree cember; they have behaved erratically since early in the yeor.| FE. 
Liabilities Housing starts fell slightly, after a few months of mild uptrend. 7 1? 
109}... Year-end figures for nonresidential construction and new) | 
iis i ae ee E orders in durables industries were still unavailable at this ost tid 
ae. ee “ud Q] one o 
3249, Mensing Starts writing. 71 | 
4 Viewed against their longer-term trend, fully seven out of | | | 
248 Renscsitination Qmenintion 262 | the eight series appeared to be in a declining phase in the I RSON 
Contracts (a) last quarter of 1957, and the Relative Strength Measurement 
a7 4 appears to have run consistently in the critical range below 
n a . : minus 3, for the first time since mid-1953. The relatively sharp 19 
1957 


decline in the Trend Forecaster itself is now paralleled by an 
equally sharp rate of fall in the Federal Reserve's —_— 
production index. 

















1956 

















(*)—Seasonally adjusted except stock and commodity prices. 
(a)—3 month moving average. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—Output still declining, notably in auto- 
mobiles and machinery industries. Further weakening 
also reported in textiles. Outlook: further slide-off in 
general production rates through the first quarter. 
TRADE—Running fairly strong in soft goods, but weak 
in autos and other consumer durables. Department 
store volume about even with a year ago. Outlook: 
still sluggish downtrend, reflecting rising consumer 
uncertainty. 


MONEY AND CREDIT — Interest rates are heading 
slowly downward, helped by the Federal Reserve, 
which has just approved a cut in the discount rate to 
2%% by the Philadelphia Federal Reserve Bank. The 
prime rate on loans by commercial banks has been 
reduced, commercial paper rates are declining and 
bond yields are well below their October peak. 
Outlook: further easing of credit and continuation of 
the slow decline in rates. 


COMMODITIES — The price level remains sticky. Raw 
materials now well deflated, further sharp declines 
unlikely. Processed commodities still holding up. Out- 
look: sporadic weakness, but no general price break 
in next two months. 
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In the past several weeks, the veil of uncertainty that lies 
across the 1958 business outlook has, if anything, thickened. 
Business statistics themselves have clearly worsened; but at 
the same time the administration in Washington has pro- 
vided very convincing evidence that it is aware of the trend, 
and dedicated to fighting it. 

Preliminary estimates of gross national product for the 
fourth quarter of 1958 put it at $433 billion (annual rate). 
In the first quarter of the new year, it is clearly running 
below that rate. Personal consumption continues slack; in- 
ventory liquidation has accelerated; and business plans for 
capital outlays, which had already been significantly cur- 
tailed, are taking a further battering as operating rates 
and profits fall. Federal government spending can hardly 
rise much over the near term, in view of the dearth of orders 
in the last half of 1957, and even state and local spending 
for construction (roads, schools) is beginning to encounter 
difficulties as the income of these governments falls. And 
private construction activity, while certainly not weak, is 
still far from providing any net stimulus to the business 
sector as a whole. 

Around the areas of intensifying cyclical weakness, the 
Federal government is now building segments of a retaining 
wall. Money has been made somewhat easier, and doubt- 
less will get easier still over the next several months. Home 
mortgage terms on FHA-guaranteed loans have been re- 
laxed substantially; interest rates on these loans may well 
subside a little in the near future. Stock margin require- 
ments have been reduced to stimulate the market, with the 


(Please turn to following page) 
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j latest Previous Year 
THE MONTHLY TREND H Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION* (FRB) 1947-9-100 Nov. 139 14) 146 

Durable Goods Mfr 1947-'9-100 Nov. 153 154 165 

Nondurable Goods Mfr 1947-’9-100 Nov. 128 130 129 

Mini 1947-’9-100 Nov. 124 127 130 

RETAIL SALES* $ Billions Nov. 16.6 16.7 15.9 

Durable Goods_____ ________. | $ Billicns Nov. 5.5 5.6 5.5 

Nondurable Goods___ $ Billions Nov. 11.1 11.1 10.4 

Dep't Store Sales 1947-'9-100 Nov. 126 120 131 

MANUFACTURERS’ 

New Orders—Total* $ Billions Nov 26.2 26.2 30.0 
Durable Goods — | $ Billions Nov 12.3 12.2 15.8 
Nondurable Goods ________ | $ Billions Nov 14.1 13.9 14.2 

Shipments® $ Billions Nov 28.1 27.4 28.5 
Durable Goods $ Billions Nov 13.9 13.5 14.3 
Nondurable Goods ______ | $ Billions Nov 14.1 13.9 14.2 

BUSINESS INVENTORIES, END MO.* | $ Billions Oct. 91.0 91.3 87.8 

Manufacturers’ $ Billions Oct. 54.1 54.2 51.8 

0, ~ | $ Billions Oct. 12.8 12.8 12.7 

Retailers’ ss Oct. 24.2 24.4 23.3 

Dept. Store Stocks __._ =>» => —«|:«119.47-’9-100 Oct 143 143 142 

CONSTRUCTION TOTAL______| $ Billions Nov 4.1 4.5 4.0 

Private ea _____ | $ Billions Nov 3.0 3.1 2.9 
etal ___ | $ Billions Nov 1.5 1.5 1.5 
All Other $ Billions Nov 1.5 1.6 1.4 

Housing Starts*—a. Th d: Nov 1,010 1,000 1,027 

Contract Awards, Residential—b __ $ Millions Nov 930 1,165 900 
Alli Other—b _. | $ Millions Nov 1,441 1,448 1,477 

EMPLOYMENT 

Total Civilian Rinne _ | Millions Nov “as “45 6&4 

Nen-Ferm Millions Nov 528 53.1 53.0 
Government __ | Millions Nov 75 7.5 7.3 
Trade Millions Nov 11.8 17 117 
Factory Millions Nov 12.7 12.9 13.4 

Hours Worked_______ | Hours Nov 39.2 39.5 40.5 

Sieadie Gootnes Deller Nov 2.10 2.09 2.03 

Weekly Earnings_ -- Dollars Nov 82.32 82.56 82.22 
PERSONAL INCOME*_ _ $ Billions Nov 345 346 335 

Wages & Saleries__.__ __.________ | $ Billions Nov 239 240 233 

Proprietors’ incomes__._________ | $ Billions Nov 51 51 51 

interest & Dividends __ $ Billions Nov 32 32 30 

Transfer Payments _... | $ Billions Nov 22 22 h 19 

Farm | $ Billions Nov 15 15 16 

CONSUMER PRICES 1947-'9-100 Nov 121.6 121.1 117.8 

miata 1947-'9-100 | Nov 126.8 1266 123.0 

MONEY & CREDiT 

Al Demaad Deposits* $ Billions Nov. 105.9 106.5 107.0 

Bank Debits*—g $ Billions Nov. 78.6 81.7 78.8 

Business Loans Outstanding—c______ | $ Billions Nov. 31.5 31.8 30.4 

instalment Credit Extended*______ | §$ Billions Nov. 3.6 3.5 3.5 

instalment Credit Repaid* $ Billions Nov. 3.4 3.4 3.2 

FEDERAL GOVERNMENT 

Budget Receipts $ Billions Nov. 4.8 3.1 4.8 

Budget Expenditures $ Billions Nov. 5.8 6.5 5.7 

Defense Expenditures__.-___ | $ Billions Nov. 3.4 3.6 3.5 

Surplus (Def) cum from 7/1 $ Billions Nov (6.9) (5.9) (5.4) 



































PRESENT POSITION AND OUTLOOK 


apparent intention of forestalling the psy- 
chological weaknesses that would be as- 
sociated with further capital losses. And 
the Federal budget itself provides an 
obvious deficit stimulus, on any but the 
most blissfully optimistic assumptions as to 
the revenue side of the budget. 

The issue of 1958—that is, progressiv: 
government stimulation versus progressive 
cyclical weakness in the private sector—i 
thus already joined. For the next several 
months, the momentum of the down- 
trend in private spending seems to 
obviate any quick pickup in total ac 
tivity. With respect to the last half of 
the year, however, the issue is now ir 
doubt; both government and business wil 
be watching the statistical reports closely 
indeed for the next several months. 


* * * 


GROSS NATIONAL PRODUCT — the 
large statistical aggregate that measures 
the rate of national economic activity- 
fell sharply in the final quarter of 1957 
The single sector most seriously affected 
was business demand; outlays for new 
productive equipment were off slightly 
(they will decline more sharply in the cur 
rent quarter), and business demand fo: 
inventory was substantially lower. Per 
sonal spending also declined slightly, a: 
falling demand for both hard goods and 
soft goods more than offset the continued 
postwar rise in consumer expenditures for 
services. Government spending, of fed 
eral, state and local governments com 
bined, showed little change from the 
preceding quarter. 

While the total rate of spending sub- 
sided, it may be interesting to note that 
the aggregate final demand of consumers, 
business and government, combined, fell 
off only very slightly; most of the fourth- 
quarter decline was in inventory demand 
This is encouraging; total activity cannot 
continue to subside if end-product demand 
holds up. On the other hand, three months 
of firm end-product demand can hardly 
cure a recession. (This is a recession, and 
all the pleasant euphemisms—adjustment, 
correction, etc.—do not alter the fact.) It 
would take several more months of firm 
or rising spending on the part of con- 
sumers and government to rebuild badly 
weakened areas of business psychology, 
and arrest the downtrend in business. 


* * * 


THE FEDERAL BUDGET—From a great 
distance, it gives the appearance of being 





balanced for fiscal 1959. But it is balanced 


only by virtue of heroic and on the whole 
unrealistic assumptions concerning the 
government's probable income in the 
year. The budget assumes that corporate 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
OK in Billions of Dollars—Seasonally Adjusted, at Annual Rates profits before taxes will be about $42 | 
sy- | 1957 —1956— billion in calendar 1958, or about equal | 
as- § SERIES Wl uN uo) to its average in calendar 1957. But the | 
And : Querter —_Querter Quarter Querter current rate of profits is certainly well | 
an || @ROSS NATIONAL PRODUCT____ 439.0 434.3 429.1 416.7 below $42 billion, and perhaps no higher 
the Personal C pti 283.6 278.9 2767 268.6 than $38 billion. If the corporate profit | 
* . P . P 
s to Private Domestic Invest 65.5 65.0 62.7 = rate averages $38 billion, the loss in fed- 
prachm o _ ee Ba as —< 80.6 eral revenue will be about $2 billion. 
f G cha: 3 ‘ . F ~ 
sive | Federal 50.6 51.1 50.3 47.2 Moreover, the budget assumes a level 
sive § State & Local 36.1 35.8 35.3 33.0 of personal income of about $352 billion; | 
Pam PERSONAL INCOME oss 342.4 or 7 328.7 the rate is now about $340 billion. If the 
ral || ax & Nontax Payments B36 429 422 39.8 current rate of income is maintained in 
wn- || Disposable income: 302.9 299.5 295.5 288.8 calendar 1958, federal revenues from the 
; to | * ption Exp pnditur 283.6 278.9 276.7 268.6 personal income tax are likely to be more 
ac- | Pemenet Sevag 19.3 20.6 18.9 20.3 than $1 billion below the budgeted rev- 
; of || CORPORATE PRE-TAX PROFITS*___ 42.0 43.9 40.8 enue from this source (and receipts from 
ir Corporate a a oe a aoe excise taxes are also likely to be less than 
wil ya a ‘ 125 12.1 12.1 the budgeted amount). In realistic terms, 
sel) Retained Earnings. 8.0 9.1 79 — a ae a is 
currently out of balance more than 
PLANT & EQUIPMENT OUTLAYS___ 37.8 37.0 36.9 35.9 $3 billion! y 
the THE WEEKLY TREND * * * 
_ — : = n DEFENSE ORDERS—They are reported 
; Wee Latest revious ear . ‘ 
ty- —_ Ending ‘teak ach ion to be pouring out of the Defense Depart 
57 ss ment in a new burst, and beginning to 
tec MWS Business Activity Index*___ | 1935-’9-100 Jon.11 | 278.8 278.9 294.7 shore up the backlog position of metal- 
— MWS Index—per capita* = 1935-'9-100 Jan. 11 210.2 210.4 226.0 working industries generally. In the first 
| Steel Production % of Capacity Jan. 13 57.0 56.1 96.4 
htly | Auto and Truck Production . | Thousands Jan. 18 137 146 178 four months of fiscal 1958, the Defense 
cur- || Paperboard Production ; Thousand Tons Jan. 11 275 54} 278 Department let orders at about two-thirds 
fo: | Paperboard New Orders Thousand Tons Jan. 11 264 904 298 the authorized rate; the rate of ordering 
noe &| Electric aed Output* teat Jan. i 228.0 226.8 can, theoretically, average about 80% 
5) Freight Carloadings Thousand Cars Jan. 11 6 472 681 . 
, AS |) Engineering Constr. Awards $ Millions Jan. 16 220 171 335 a over the —— months. The 
and || Department Store Sales 1947-'9-100 Jon. 11 108 95 107 merence Is severa billions in orders 
ved |] Demand Deposits—c $ Billions Jan. 8 56.4 56.9 57.8 every month—unquestionably enough to 
is Business Failures_________ Number __ | Jon.11 | 324 203 256 have a real impact on business psychology 
fed tFour days ending January 4. | in the defense and related industries. 
om *—$§ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d) Excess of dispos- 
the able income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. | 
(nc)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. | 
“oe | THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES | 
at 
ers ‘57-'58 Range 1958 1958 | 
fell No. of ‘57-'58 Range 1958 1958 (Nov. 14, 1936 Cl.—100) High Low Jon.10 Jon.17 
rth- Issues (1925 Cl.—100) High Low Jan.10 Jan.17 100 High Priced Stocks 236.9 185.8 189.7 193.6 
ad { 300 Combined Average 346.6 270.4 283.9 292.3 100 Low Priced Stocks 415.9 311.7 334.7 347.1 
not ||| 4 Agricultural implements 282.4 181.9 196.5 211.0 | 5 Gold Mining 726.2 515.0 530.5 551.1 
and 3 Air Cond. (‘53 Cl.—100) 122.8 82.7 87.8 91.3 4 Investment Trusts 184.5 137.5 144.4 149.9 
th 9 Aircraft (‘27 Cl.—100) 1388.8 882.6 1070.6 1060.8 | 3 Liquor (‘27 Cl.—100) 1094.5 855.7 913.4 931.3 
nts |T 7 Airlines (‘27 Cl.—100) 1022.5 581.5 650.7 715.7 | 8 Machinery 523.4 3386 3576 364.4 
rdly |] 4 Aluminum (’53 Cl.—100) 4645 253.4 253.4 261.0 3 Mail Order 1746 135.2 1447 151.4 
and 6 Amusements 172.6 119.0 129.7 132.1 4 Meat Packing 142.6 103.5 127.0 127.0 
ent 8 Automobile Accessories 384.4 284.7 310.3 313.2 5 Metal Fabr. (‘53 Cl.—100) 198.3 131.6 142.2 146.2 
) it 6 Automobiles 54.3 38.1 41.1 42.7 9 Metals, Miscellaneous 420.9 263.1 276.3 281.5 
, 4 Baking (‘26 Cl.—100) 29.7 26.3 29.0 29.6 4 Paper 1060.1 789.9 841.8 850.2 
firm |] 4 Business Machines 1285.3 863.7 898.2 907.0 22 Petroleum 914.4 642.6 642.6 661.9 
-on- 6 Chemicals 652.3 496.7 524.9 535.2 21 Public Utilities 266.6 236.5 261.4 266.6H 
idly 5 Coal Mining 25.1 16.8 19.4 19.3 7 Railroad Equipment 91.4 54.8 59.7 64.7 
4 Communications 106.0 83.1 85.7 86.5 20 Railroads 72.7 417 43.0 48.8 | 
"SY: | 9 Construction 1268 1007 1075 1107 3 Soft Drinks 509.8 432.7 4544 4762 | 
7 Containers 799.9 656.5 707.3 721.0 12 Steel & Iron 393.0 235.8 249.3 258.9 
7 Copper Mining 307.6 179.7 184.6 188.3 4 Sugar 116.9 96.9 105.7 104.7 
eat 2 Dairy Products 121.4 103.8 117.9 121.4H 2 Sulphur 926.7 521.2 543.4 554.1 
- 6 Department Stores 89.2 75.1 79.6 80.4 10 Television (‘27 Cl.—100) 36.0 27.2 29.4 29.9 
Ing 5 Drugs-Eth. (‘53 Cl.—100) 259.2 175.2 217.2 219.6 5 Textiles 149.9 96.7 106.9 111.8 
ced 6 Elec. Eqp. (‘53 Cl.—100) 244.4 183.3 201.5 207.2 3 Tires & Rubber 197.6 152.8 157.8 157.8 
1ole 2 Finance Companies 591.1 525.0 568.8 591.1H 5 Tobacco 114.1 87.0 1119 114.14 
the 6 Food Brands 280.2 239.8 260.5 263.0 2 Variety Stores 298.8 219.5 241.5 250.2 
th 3 Food Stores 188.9 153.8 182.2 184.0 17 Unclassif’d (‘49 Cl.—100) 168.9 137.2 145.4 149.5 
e li — ene 
fate H—New High for 1957-1958 





EET TESRUARY 1, 1958 589° 








Trend of Commodities 





SPOT MARKETS — Slight gains were registered by the Bureau of 
Labor Statistics’ index of 22 sensitive commodities in the two 
weeks ending January 17 and the index rose 0.2%. Foods again 
were responsible for the advance, while raw industrial mate- 
rials, on the other hand, continued weak. In the latter category, 
metals led the decline, with lower prices for copper scrap, lead 
scrap and tin. The general weakness in industrial raw materials 
reflects the continuing weight of inventory liquidation and 
excessive output. 

The main body of commodities, meanwhile remains firm. 
The broad BLS weekly wholesale price index gained 0.3% in 
the first two weeks of 1958, to hit a new peak of 118.7. The 
advance was concentrated in farm and food prices while all 
others were little changed. 


FUTURES MARKETS — Most commodity futures were lower in the 
two weeks ending January 17. Weaknesses encompassed a wide 
area, including grains, soybeans, cotton, wool tops, sugar, 
coffee, rubber and various metals. The only real strength way 
in cocoa which advanced more than 2 cents during the period. 
The Dow-Jones Commodity Futures Index lost 1.78 points. to 
close at 156.39. 

Wheat futures all declined, the March option giving up 2 \ 
cents. There are indications that anticipated tightness in “free” 
wheat this season will not be as serious as had been expected. 
Exports may lag because of increased competition from he 
big Canadian wheat surplus and redemptions from the lean 
could reduce the total impoundings. In these circumstances, 
further weakness may be seen in wheat futures. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 


wi'l answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 


intervals. 
addressed envelope. 


envelope. 


ani reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable 
8. No inquiry will be answered which does not enclose stamped, self- 
4. No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 
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2 C.M., South Bend, Indiana 


Simmons Company 


“The indicated exceptionally high yield 
immons Co. stock intrigues me. Will 
please report earnings and prospects 
the company.” 


Simmons Co., world’s largest 
iproducer of bedding and sleep 
hequipment, reported that gross 


95 sales for 1957 would be approxi- 
_ §mately $128 million, compared 
93 } with $140 million for the previous 
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lyear. 

1957 was a year of transition 
ifor the company in which plans 
ifor future expansion were formu- 
lated and put in motion. In line 
iwith this planned expansion, the 
icompany will introduce a number 
of new and diversified products in 
1958 and is likewise adding sev- 


feral new plants to take care of 


needed manufacturing facilities. 

Despite the reduction in sales, 
the firm paid dividends totalling 
$3.00 a share on the common stock 
during 1957, which compared fa- 
vorably with $3.10 paid in 1956 
when bedding sales were the high- 
est in the company’s history. The 
company has never failed to pay 
a dividend during its 87 years of 
existence, except for the depres- 
sion years of 1930-32. Recent 
annual earnings were the follow- 
ine: 1954 $4.18 per share, 1955 
$5.31, 1956 $5.17, 1957 $4.20 
estimated. 

[In January 1958, the company 
introduced a new and revolu- 
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tionary orthopedic-type mattress 
which Simmons stated was the 
“first major innovation by the in- 
dustry in 18 years”, and the de- 
velopment of which was aided by 
leading orthopedic surgeons. In 
February, Simmons will introduce 
for the first time in its history, 
a complete new line of bedding 
for children and later this year, 
plans a new line of living room 
furniture. 

The firm is building a new 
plant at Munston, Indiana, which 
is expected to be completed and 
in production by the middle of 
1958. Simmons has also acquired 
additional manufacturing facili- 
ties with the recent acquisition 
of a factory in LaGrange, Illinois. 

The addition of these new facili- 
ties will bring the total number 
of manufacturing plants now 
owned and operated by Simmons 
in this country to 11. 

Sales in the firm’s contract divi- 
sion which serves hotels, motels, 
hospitals, ships and other insti- 
tutions, showed a sharp gain and 
were up substantially over 1956. 

A broad and continuing re- 
search program investigating the 
physiological aspects of sleep 
which is adding much to man’s 
knowledge of this little under- 
stood phenomenon is currently 
being sponsored by the company, 
through a grant to the Sleep Re- 
search Foundation. 

Quarterly dividends of 70 cents 





per share plus a 20 cent year-end 
extra made total disbursements 
in 1957 of $3.00 per share. 

While competition in the field 
is increasing, the outlook over 
coming months appears favorable. 


Automatic Canteen Co. of America 


“IT am a recent subscriber to your pub- 
lication and this is my first inquiry 
Please report on operations of Automatic 
Canteen Co. of America.” 


S.M., Memphis, Ten? 


Automatic Canteen Co. of 
America is a leader in the field of 
vending machines. Its machines 
dispense cigarettes, confections, 
gum, nuts and beverages in plants 
and public places. 


Sales and earnings of Auto- 
matic Canteen Co. of America 
during 1957 increased substan- 


tially over 1956 and established 
new record highs for the com- 
pany. For the fiscal year ended 
September 28, 1957, consolidated 
sales, rentals and other income 
totalled $112,889,096, an increase 
of $8,646,881, or 8.3% over the 
$104,242,215 reported for the 
year ended September 29, 1956. 

Consolidated net earnings in 
1957 fiscal year came to $2,952,- 
576, an increase of 23.4% over 
the $2,392,975 reported for 1956. 
Net earnings per share increased 
to $3.02 from $2.68 in 1956. The 
number of common shares out- 
standing also increased from 
892,180 to 976,432, chiefly as a 
result of the 5% stock dividend. 

The improvement in profit ra- 
tios was attributed to operating 
efficiencies and higher sales re- 
sulting from the larger capacity 
of new Canteen vendors and from 
improved earnings. 

Net earnings after’ provision 
for depreciation amounted to 
$3.95 per share in 1957, as com- 
pared with $3.90 in 1956. 

The company introduced a large 
number of new mode] machines 
last year. These included a new 
cigarette vendor, and improved 
vendors for candy. cigarettes, 
pastry and cold drinks. END 






















Keeping Abreast of 
Corporate Developments 


Allied Chemical & Dye Corp. through its Barrett 
Division has started production of gypsum board 
products in a new facility in Edgewater, New Jersey, 
that is said to provide for a fully automatic, one-step 
operation. 

According to the president of Barrett, the plant 
will be capable of operating on a three shift, round- 
the-clock basis and will be able to turn out 800,000 
sq. ft. of product in every 24-hour period. The opera- 
tion is controlled by modern mechanical proportion- 
ing devices. The plant’s annual production goal, a 
quarter of a billion square feet, would be enough to 
fill the gypsum board needs of 40,000 homes, or for 
an entire city the size of Syracuse, New York. 


Dow Chemical of Canada Ltd. and Rio Tinto Min- 
ing Co. of Canada Ltd. have formed a new company, 
Rio Tinto-Dow, Ltd. The new company will initially 
concentrate on the production of thorium and rare 
earths from by-product materials of uranium mining 
operations in the Blind River area of Ontario. The 
company will also explore other opportunities in 
these fields. 

Dow Chemical of Canada, Ltd., is a wholly owned 
subsidiary of the Dow Chemical Co. 


DuPont Co. of Wilmington, Delaware has de- 
veloped a new household sponge, which combines 
both abrasive and absorbent materials in one unit. 
National distribution is now underway. Developed 
as the result of a two year research program by the 
company’s Film Department, the “Combo” synthetic 
sponge is constructed of a layer of plastic foam, 
joined to a layer of cellulose sponge by a special 
water-resistant adhesive. The combination of mate- 
rials provides dual functions—the plastic side scours 
and scrubs, while the cellulose side absorbs and 
wipes. 


El Paso Natural Gas Products Co., a subsidiary of 
El Paso Natural Gas Co., has contracted to sell 
15 million pounds of styrene annually to Seamco 
Chemical Co., an affiliate of the Rexall Drug Co. 

The styrene will come from El Paso Natural Gas 
Products plant now being built near Odessa, Texas. 
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Scheduled for completion by early spring it will havelfo share i 
a capacity of 40 million pounds annually. Generajffillion. ' 
Tire & Rubber will buy 25 million pounds annua!lyfongress 
for use in the manufacture of synthetic rubber at§200 mil 
its plant near Odessa. pmmitm 
Seamco Chemica] and E] Paso Natural Gas Prod- nr range 
ucts Co. also will participate jointly in a research#A lO a 
program aimed at developing new and improved nd Turk 
plastics. A research laboratory will be constructedg29 and $: 
at Holyoke, Mass., for this purpose. p linane 
nd car} 
uarantee 





North American Aviation Inc. and Phillips Petro- 
leum Co. plan formation of a company to be namedfhe Presi 
Astrodyne, Inc. to specialize in the missile rocket] 
power field. Phillips and North American Aviationg,..., aj 
will unite their activities in the vital and expanding a is 
field of solid propellents for rocket engines and ACTO-w ¢} i Pre 
nautical power units. b submitt 
One aim cited by the officials of the new oumposiiaanars 
is to advance more rapidly the building of rugged) essence 
simple, very powerful solid propellent devices whichfour cil of 
can promptly launch a missile. Sinee fe 
Astrodyne, Inc. will have its headquarters andiid income 
operations at Air Force plant 66 near McGregor inftiling ecc 
Central Texas where Phillips Petroleum has con-port is a 
ducted solid propellent research, development andr the Bu 
manufacturing for the Air Force since 1952 andfough it 
currently employs about 900 people. A manufacturflers impx 
ing line at this plant produces solid propellent Jatdinistratio 
(jet assist take-off) motors. onomic j 
North American Aviation has been engaged in thef@dy che 
development and production of large liquid-propelle@get esti 
rocket engines since 1946 and its Rocketdyne divig/" this y 
sion is now delivering engines for the Atlas, ThorfPortant 
Jupiter and Redstone ballistic missiles from plant" that en 
in California, and Missouri. ncern the 
| have OV 
; — ’ ; the natic 
Sylvania Electric Products Ine., has introduced : rstandabl 
movie projector bulb which the company says, Wil git iyo re 
make possible redesign of present home projector}, political 
and reduction in their cost. recogniz 


According to Sylvania, the bulb is smaller thamtin destr 
conventional projector bulbs, gives off less heat and@ss confide 
will eliminate the need for condensing lenses and #&ative si 
reflector in the projectors. ndensing 
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Budget Message Designed 
to Please Everyone 





(Continued from page 563) 


equest is $1.8 billion, to which 
thould be added $865 million of 
defense support” funds to help 
riendly nations maintain the 
rmed strength the Pentagon re- 
rar(is essential] to world defense. 


Foreign Economic Policy 


Another major feature of the 
resident’s foreign economic pol- 
y involves a $2 billion allowance 
or the Export-Import Bank, and 
25 million to be added to the 
Development Loan Fund set up 
ast vear with $300 million capi- 
Requests from other nations 
) share in this Fund exceed $500 
almillion. The President has told 
ongress he probably will need 
200 million more to carry out 
mmitments to supply intermed- 
ite-range ballistic missiles to 
archBATO allies. Britain, France, 


-ovedgnd Turkey lead the list. Between 
ictedgz0 and $30 million will be needed 


) finance monetary exchanges 
And carry out reconversion 
uarantees. 
‘etro- 
amedfhe President's Economic Report 
ocketh (] ssely linked to the Budget 
atiOMfessage in point of time and 
ding urpose is the “Economic Report 
aero the President.” The document 
8 submitted each year under the 
pantiresident’s signature, but it is 
ggedin essence, the product of the 
vhichfour cil of Economic Advisers. 
Since federal revenue outlays 
andid income are dependent on pre- 
or inkling economic conditions, the 
conport is actually the groundwork 
ander the Budget Message, and al- 
. andhough it is delivered later it 
cturflers important clues to the ad- 
Jatd@inistration’s thinking on key 
onomic issues and provides a 
n theady check on how realistic 
yelled@dget estimates actually are. 
divig nm this year’s Report, the most 
Thorgportant between-the-lines fac- 
Jant#® that emerges is the obvious 
ncern the members of the Coun- 
i have over the economic state 
the nation. The President un- 
ced “@rstandably chose to accent the 
» Wl'Bsitive in his message, not only 
ctor, political reasons, but because 
recognizes the dangers inher- 
that in destroying public and busi- 
t and@ss confidence. Nevertheless, the 
and #@gative side is also there. In 
ndensing the report the Presi- 
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AMERICAN & FOREIGN POWER COMPANY INC. 


TWO RECTOR STREET, NEW YORK 6, N.Y. 





COMMON STOCK 
DIVIDEND 


The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per 
share on the Common Stock 
for payment March 10, 1958 
to the shareholders of rec- 
ord at the close of business 
February 10, 1958. 


January 24, 1958. 











Holders of the old stock, all of whose rights expire on March 1, 
1958, are urged to communicate with the Company. 


IMPORTANT 


This dividend will not be dis- 
tributed to holders of the old 
Preferred and Common Stocks {| 
of the Company until such 

shares have been exchanged | 
for the new securities to which 
those holders are entitled un- 
der the Plan of Reorganization 
of the Company, which became 
effective February 29, 1952. 


H. W. Batcooyen. 


Exe e Vice F dent and Secretary 














dent used this language: “The 
past year was a prosperous one, 
despite a decline in the closing 
months. Over 65 million persons 
were employed, 300,000 more 
than in 1956. The Nation’s out- 
put of goods and services totaled 
$434 billion, and personal income 
was $343 billion. Both were 5‘ 

larger than in the preceding year. 
A considerable part of these in- 
creases, however, reflected higher 
prices. In the final quarter of the 
year, gross national product was 
about Il, percent below the pe ak 
reached in the first quarter. Per- 
sonal income after taxes declined 
one-half of one per cent, and per- 
sonal consumption expenditures 
somewhat less. In December. 
however, unemployment mounted 
to 5.2 percent of the civilian labor 
force, 
in September.” 


compared with 4.3 percent 
(Editor’s italics) 

Mr. Eisenhower then looked 
ahead to better business condi- 
tions in 1958, promising govern- 
ment assistance to this end, but 
he documented his optimism 
about the future by reviewing the 
past. He cited the fact that the 
domestic market for and 
services has been doubled in each 
quarter century era, but failed to 
relate this long range trend to 
the current declining rate of per- 
sonal income, the definite slow- 
down in consumer spending and 
the recent acceleration in the 
number of unemployed. 

In commenting on business ex- 
pansion, the President expressed 
no alarm or surprise at the 
sharply reduced rate of capital 
expenditures, and implied instead 
that where slack appeared, the 


0o0ods 


availability of money, and the 
activities of states and localities 
would step into the breach. Ig- 
nored however, was the difficul- 
ties these governmental units are 
already encountering in meeting 
existing obligations, and the cold 
fact that several states have al- 
ready taken steps to reduce out- 
lays in 1958. 


Budget Balancing Will Be Difficult 


In light of the actual state of 
business conditions as reflected 
both in published economic data 
and in the obvious reservations 
of the Council of Economic Ad- 
visers, balancing the budget will 
be a neat trick. Except for the 
specific request for a one year 
extension of excise taxes on au- 


tomobiles and parts, cigarettes, 
liquors and wines, Mr. Eisen- 
hower asked for no new revenue- 


producing legislation. On the 
other hand, some minor propos- 
als, such as fast writeoffs on used 
property, and special tax consid- 
erations for closely held corpo- 
rations, will cut into the Treas- 
ury’s tax take. 

But of greater significance is 
the battles the President can ex- 
pect from the Congress over his 
projected cuts for health and wel- 
fare, river and harbors, and 
others which have local impor- 
tance. How these battles will fare 
will be discussed more fully in a 
full article in a subsequent issue 
of The Magazine of Wall Street. 
Also the article will delineate the 
vital election year issues and the 
positions both major parties can 
be expected to take concerning 
them. —END 
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Which Tobaccos Will Lead 
In 1958? 





(Continued from page 583) 


challenged American Tobacco for 
the leadership the most sensation- 
al performance in the history of 
the cigarette industry was scored 
by Lorillard through exploitation 
of its micronite filter-tip Kent 
cigarette. 

In 1956 with sales having sag- 
ged some 30 per cent below 1955 
levels and with earnings at the 
lowest point in more than a dec- 
ade, directors elected Mr. Lewis 
Gruber to head the company. By 
means of extensive promotion, ex- 
panded national distribution and 
a highly favorable report publ- 
lished in Readers Digest which al- 
leged Kent contained less nicotine 
and tar than other brands, sales 
climbed sharply. In the third 
quarter, Lorillard’s sales rose 
more than 65 per cent. For the 
nine month period sales were $190 
million as compared with $150 
million in the same 1956 span. 
Profit margins were also aided by 
a price increase in the company’s 
Old Gold brand in June and net 
income rose to $1.85 a share com- 
pared with 91 cents in the same 
1956 period and $1.34 in the en- 
tire year of 1956. Management is 
now concentrating on improving 
sales of the “Old Gold” brand 
through more attractive pack- 
aging, and a completely new type 
of blend. 


American Still Leads 


Making steady gains in the 
non-fiiter field, American Tobacco 
through its Pall Mall and Lucky 
Strike brands (second and third 
largest sales) maintained its posi- 
tion as the top company in sales 
in the tobacco industry. Total out- 
put of cigarettes for 1957 for the 
company are estimated at 126 
billion units or 28.4 per cent of 
the national total. This compares 
with 128.9 billion or 30.5 per cent 
of total output in 1956. The rea- 
son for the lag in American’s 
sales in a year when eight of the 
ten leading cigarette companies 
will have reported gains, is due 
primarily to its failure to attain 
its potential in the filter tip mar- 
ket. In 1954 the filter tip Tareyton 
was introduced to supplement the 
cork-tip brand and in 1956, Hit 
Parade was put on the market. As 


594 


in the case of its non-filter brands, 
American emphasizes the tobacco 
quality of Hit Parade. It is pos- 
sible that in order to maintain its 
premier position American will 
exploit its filter tip brands fully 
and in the manner likely to attain 
the same position in this group in 
1958 as it holds in the non-filter 
brands. Therefore, we look for in- 
creasing emphasis on filters and a 
possible good gain in overall sales 
in the year ahead. 

For the nine months ended Sep- 
tember 30, sales were $6 million 
under the $804 million of 1956. 
However, profit margins were 
widened (American has the low- 
est per pack advertising costs in 
the industry) and net income rose 
to $5.85 a share versus $5.62. For 
the year sales should equal the 
$1,082 billion of 1956 and earn- 
ings are estimated at $8.25 a 
share compared with $7.51 the 
year before. Therefore, in spite 
of the fact that cigarette sales de- 
clined, net income was the best in 
many years. If the company can 
obtain a larger share of the filter 
market, 1958 could be a very 
pleasant year for shareholders of 
American. 


Regular Brands Slip 


The divergent trends in the 
cigarette industry of increasing 
filter-tip sales and declining sales 
of regular tip cigarettes was evi- 
dent in the operations of Liggett 
and Myers. Total output for 1957 
is estimated at 65.5 billion cigar- 
ettes, a shade off the 65.6 billion 
output of 1956. Standard and 
King-size Chesterfield are esti- 
mated to have fallen 15.2 per cent 
but L & M filter tip gained more 
than 22 per cent. In May of 1957 
the new mentholated filter tip 
Oasis was introduced and by fall 
has been distributed nationally. 
Exploitation of this cigarette and 
a continued increase in sales in 
the L & M brand should result in 
improved sales and earnings in 
1958. 

For the first nine months of 
1957 sales were $14 million high- 
er than the $421 million of 1956. 
Earnings also were better and 
rose to $5.12 a share up from 
$4.81 in the same 1956 period. 
Earnings for the entire year are 
expected to equal $7 a share, com- 
pared with $6.39 a year earlier. 
Results in 1958 will depend 
mainly on the success of newer 
filter-tip brands. We see Liggett 
& Myers at least holding its own, 
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sales and earning-wise. 
The statistics on Philip Morris 
sales are similar to those of other 
cigarette manufacturers but com. 
parisons are more dramatic. For 
instance, the conventional tip 
Philip Morris brand registered ¢ 
22 per cent decline in sales second) ""; 
only to Reynold’s “Cavalier” in) 9Y the ' 
percentage drop but the com.“ bis - 
pany’s Marlboro scored the sec.) °? 'S > 
ond sharpest climb in sales of es) @" ™ 
tablished filter tips. Also, sales of! S°V°"@!. 
Parliament rose more than 11 pe| &¢er } 
cent. In the closing weeks of 195 _—— 
sales of Marlboro were reportei| ¥°”°° d 
to have picked up sharply and «| ““ - } 
newer blend of Parliament which) = "i 
was being tested in several areas oats 
showed sales more than triple th¢ ah ‘s 
old blend. If the sales improve. “ oes 
ment in Marlboro can be main} ® “than h 
tained and if the higher sales ratd this s t 
on the newer Parliament can bq “S - 
held when the brand is distri ‘“** @ 
buted nationally, Philip Morriy ' = 
could register substantia] gains iy ®' 4m 
1958. tial and , 
Philip Morris increased it +4 J = 
sales by more than 8 per cent iy. “UES I 
the first nine months and its earn a r ind 
ings by about 10 per cent. Earlie = nt th 
in the year in a diversificatio the nt 
move, a new subsidiary Milpring’© “ lef 
Inc., a flexible packaging ma et cent 
terials company was acquire@®” , sel 
The concern has an annual salq”cent 1 
rate of about $60 million. To | parang 
sales for Philip Morris for 195 tay 
likely exceeded $400 million abo 7S } 
340 million of the total comin 
from cigarette and tobacco sale§ 
Earnings should total $4.4 
against $4.06 in 1956. Overa 
growth in cigarette consumptio 
improving sales in Marlboro an 
the possibility that Parliame 
can score sharp gains indica 
that Philip Morris could do sul 
stantially better this year. 
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Cigar Makers Score Small Gaing, roby 

rst ni 

Despite the rapid rise in pop hee ll 
lation, cigar smoking has shows, and r 
only small year to year gains. fnerease of 
was expected that with the healjles Jikely 
controversy on cigarettes pro% now hig! 
inent from 1953 to date, sales §p)}, equall 
cigars would climb. This supMytlook is 
sition was accented by a stalfarnings in 
ment by the American Cane a , 
Society in June 1955 to the effect show: ‘ 
that “ there is no significant as¥ 1967 wit 
ciation between cigar smoki§,- witl 
and lung cancer.” Instead of > use of 
creasing sharply, sales of cigs baf ONG oe 
have climbed gradually. The Y4 $39 nail a 
1956 was one of the best for t; millio 
cigar industry as 
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}amounted to about 6.2 billion 
units. Output for 1957 should be 

soa slightly better than that figure. 
“For It addition to trying to expand 
ti ‘their share of the smokers dollar, 
py cigar manufacturers are endeav- 
a oring to improve their earnings 
» + by the use of reconstituted tobac- 
wail co. Presently homogenized tobac- 
co is being used as a binder or 
‘a inner wrapping of the cigar on 
~. several brands. General Cigar, the 
a leacer in the use of this type of 
105 tobucco utilizes it in all its brands. 
otal Consolidated is using this recon- 
as stituted tobacco leaf in its lower 
shict priced brands. Bayuk also has 
fom been licensed to use the process. 
the In this process cigar leaves are 
al pulverized, then rolled into thin 
apt sheets which are then cut into 
»-, [strips the length of the cigar. By 
| + this method all parts of the tobac- 
‘at ‘}co leaf are used including stems, 
“ ri sera p and waste. Savings in ma- 
ns ieee il and labor costs are substan- 
\tial and are estimated to average 

$4 per 1000 cigars. 

Sales promotion policies in the 
cigar industry are somewhat dif- 
ferent than those in merchandis- 
ing cigarettes. Drug Stores are 
the chief outlets dispensing 23.5 
per cent of the total bars and 
rire! s sell 21.5 per cent, inde- 
salen lent food stores 18 per cent, 
Totgrestaurants 9.5 per cent, chain 

i gpperoceries only 4.2 per cent and 
ohd ending machines just one per 

1 
lel About six of the largest com- 
v1 r panies accounted for 80 per cent 
ail bf total sales with Consolidated 

.: fWigar having accounted for about 
PR) per cent of the 1957 total and 
0 areneral Cigar, American Tobacco 
amelind Bayuk Cigar next in line. 
dicat ohn H. Swisher and Sons was in 
0 SUKfth place with DWG Cigar 

rounding out the first six. 
_| Both sales and earnings of Con- 
Gai™olidated Cigar were higher in the 
rst nine months with sales up 

POPRpproximately $3 million over 
shoW#956 and net income at $3.39, an 
NS. Increase of 37 cents. For the year, 
healfales likely exceeded $75 million, 
pro® new high, and earnings prob- 
ales Bbly equalled $4.10 a share. The 
SuPPputlook is for further sales and 
Stalfarnings increases for 1958. 

Can General Cigar likely made the 
© &™Pest showing in the cigar industry 
te 1957 with both sales and earn- 

¢ Pes receiving the benefits from 
©* Fe use of homogenized tobacco 

C\84af Nine month sales amounted 
1€ Y'P $39 million, up about $9 million 
f ith a new record of $55 million 
robably attained for the full 
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year. Earnings were $5.50 or 
more for the year. The company 
should report even more favor- 
able results this year through 
more extensive use of the homog- 
enizing process. 

Bayuk Cigars earnings results 
for 1957 will be only slightly bet- 
ter than the previous year. Sales 
in fact, may have been slightly 
lower than the $41 million of 
1956. Net income, however, is es- 
timated at $1.75 a share against 
$1.70 a year earlier. Profit mar- 
gins for 1958 should benefit from 
the use of lower cost homogenized 
leaf. 

The DWG Cigar annual report 
should show sales of a shade bet- 
ter than the $19.5 million of 1956. 
Earnings are expected to equal 
$2.10 a share versus $1.92. This 
company will benefit by the new 
leaf process and an overall im- 
provement is expected for 1958. 

Of the three large producers of 
snuff, U.S. Tobacco industry leader 
and American Snuff should make 
the best showing with earnings 
above 1956. George W. Helme’s re- 
sults will also reveal] improve- 
ment over 1956. Helme is cur- 
rently attempting to diversify its 
operations because of the lack of 
further growth in the snuff in- 
dustry. 

U.S. Tobacco is already diver- 
sified within the industry and 
American Snuff also manufactures 
chewing tobacco. It is possible 
that diversification moves in the 
industry may broaden in the 
future. In the meantime, volume 
and profits for snuff companies 
should be well maintained into 
1958. 

All in all, the 1958 outlook for 
the tobacco industry is bright in 
all phases, cigarettes, cigars and 
snuff. —END 





Japan Reaches Out 
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day it has dropped to 3%. Last 
summer, Japan followed Britain 
and other countries in some eas- 
ing of restrictions on trade with 
the Chinese, but little effect has 
yet been noted. The realization is 
dawning that rapidly industrial- 
izing Red China is no longer a 
great potential market for Japan. 
Rather, it is a very real competi- 
tor with strong trading ties al- 
ready established in Southeast 


Asia and plans for penetration of 
the Middle East. 

Ever since Soviet boss Nikita 

Khrushchev came up with his 
Siberian development program, 
the Japanese have seen for them- 
selves the possibility of a major 
role. They argue that Siberia is 
closer to Japan than to Moscow, 
and that, besides excess man- 
power, they have the prior expe- 
rience gained in colonizing Man- 
churia and Korea. The logic may 
be good, but so far it is just an- 
other Japanese pipedream. After 
lengthy negotiations, a trade pact 
was signed with the Russians in 
December. It made no mention of 
Siberia but established the inten- 
tion to trade lumber and minerals 
against Japanese ships and ma- 
chinery. The details remain to be 
worked out, but already there are 
protests of Soviet business meth- 
ods. Up to now, commerce be- 
tween the two countries has been 
virtually non-existent. 
Japan is currently making every 
effort to expand and diversify ex- 
ports and to develop new overseas 
sources of raw materials. Japa- 
neses businessmen are putting up 
a $55 million wood pulp in Alaska 
to supply rayon staple for the 
Japanese textile industry. Invest- 
ments have been made in produc- 
tion of iron ore in Portuguese 
Goa, tin in Thailand, and copper 
in the Philippines. Japan has its 
eye on Middle East oil. Current 
negotiations with Saudi Arabia 
and Kuwait are aimed at offshore 
oil rights in the Persian Gulf. 
There is also talk of creating a 
joint Japanese-Iranian firm for 
oil exploration. 

Following the U.S. lead, Japan 
is offering technical assistance as 
a means of trade promotion. India 
has been offered help in building 
a Bombay subway, a railway 
coach factory, and a wire mill. 
Efforts to increase trade with 
Egypt have reportedly included 
proposals for Japanese technical 
guidance when and if the Aswan 
High Dam is built. Prospects for 
trade expansion in Latin America 
are quite god. In Brazil, for exam- 
ple, Japan is supplying much of 
the machinery and equipment for 
a large steel mill, plus 300 engi- 
neers and technicians. Japanese 
business interests have provided 
technical aid and machinery for 
textile mills in Argentina, El] Sal- 
vador, and Brazil. They have built 
a sugar refinery in Bolivia and 
are now planning to mine iron 
ore in Chile. 
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Looking Ahead 


Japan is now in a position to 
begin the difficult task of rebuild- 
ing its international reserves. The 
year 1958 may see further belt- 
tightening for the Japanese econ- 
omy. Fortunately, the country is 
far stronger and more diversified 
today than ever before. The great 
surge of investment in the past 
five years has raised industrial 
productivity. In a period of global 
readjustment, Japan will be a 
keen competitor. Furthermore, 
Japan’s terms of trade will bene- 
fit from the declining raw mate- 
rial prices abroad. 

The world, and even the Japa- 
nese themselves, had come to re- 
gard the economic potential of the 
country as modest because of the 
scarcity of natural resources. 
Japan’s rapidly growing popula- 
tion was considered another lia- 
bility. But the great industrial 
expansion of recent years has am- 
ply demonstrated the value of a 
large skilled labor force. It has 
also provided that a nation large- 
ly dependent on imports can at- 
tain a rising standard of living 
through hard work and intelligent 
planning. —END 





Oxygen — 
5 Leading Companies in 
the Industry 
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of Detroit is believed to be the 
first American company to use 
such converters and is reporting 
top-notch results. But most im- 
portant to the oxygen industry, 
this process requires some 2000 
cubic feet of oxygen for every ton 
of steel. Here indeed is a great 
new market for not only the oxy- 
gen gas, but also for on-location 
generating equipment. 

The chemical industry is also 
providing sharply rising oppor- 
tunities for oxygen and other in- 
dustrial gases. The industry's use 
of oxygen and nitrogen is already 
very substantial and develop- 
ments in cryogenics are expected 
to have far reaching application. 
Industrial gases also play an im- 
portant role in the petroleum 
industry. Refiners’ hydrogen re- 
quirements are sizable, particu- 
larly for upgraded fuels. Also, 
natura! gas enrichment is becom- 
ing more prevalent. And the oxy- 
gen producers’ experience in mak- 


ing and hauling LOX (liquid 
oxygen), which is so important 
in the missile program, may well 
be directly applicable in new tech- 
niques for shipping natural gas. 
In many areas of South America 
for example, particularly in Vene- 
zuela, vast supplies of natural gas 
are going unused at the present 
time, which fuel-poor European 
nations might well purchase with 
gusto if a practical method of 
shipment could be found. 

As for the future of the indus- 
try, it can only be concluded that 
it is glowing! Aside from the sky- 
rocketing missile program and its 
heavy consumption of oxygen, the 
steel and chemical industries seem 
certain to raise their require- 
ments for this gas to higher levels 
in coming years. Then too, the 
designing and construction of 
on-location generating equipment 
will surely open-up a multitude 
of new applications for oxygen. 
Thus cash registers can well be 
expected to tinkle loudly. Follow- 
ers of the industrial gas industry 
project future growth of com- 
pressed gas consumption at a 
minimum of 8% yearly with oxy- 
gen to rise some 10% per annum. 
All in all, oxygen seems here to 
stay! 

Union Carbide Corporation—This 
company holds down the position 
of second largest in the chemical 
group, with widely diversified 
products and markets. Linde Air 
Products, a division of Union 
Carbide, is the largest manufac- 
turer of oxygen in the nation, its 
business having been built up 
sharply in recent years. Union 
Carbide’s emphasis on oxygen 
production is clearly pointed-up 
by its recent announcement that 
it would soon place on stream 
additional oxygen producing fa- 
cilities at Ashtabula, Ohio and 
Fontana, California. The new 
Ashtabula unit is expected to sup- 
ply an additional 115 million 
cubic feet of oxygen monthly for 
industrial use in the Alleghany 
steel area. The Fontana expan- 
sion will provide some 35 million 
more cubic feet of oxygen each 
month for the West Coast market. 

Union Carbide, a blue chip in- 
dustrial, reported that sales for 
the first three quarters of 1957 
had advanced 7.6% above year- 
earlier levels, but that higher re- 
search expenses, strike losses 
from the Linde division strike 
early in 1957 and a continuation 
of the cost-price squeeze had re- 
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sulted in lower earnings during} 


the year. Per share results fom$3-2! a 
the first nine months of 1957 werg§giMS_ Ne 
equal to $3.44, compared witlgheels o 
$3.54 in the like period a yeagand dis 
earlier. }ereased 
This giant in the chemical inJwith a 
dustry sells to all branches of the)Pal div 
industry. Its size is best pointe@) Gener 
up by the fact that it has some his gia 
82,000 employees in the Unite@meeds lit 
States and Canada, and more than i2vestor. 
400 plants, mills, factories, mine qainted 
and laboratories. A strong restrong ! 
search and plant expansion Pro} energy a 
gram lends much glamor to this Nautilus 
company for the longer term submaril 
Dividends have been paid sincg®*™Pany 
the company’s incorporation iy Gener 
1917, and for the five year periogthe past 
ending 1956 have averaged 699%/swWong | 
of earnings. acquired 
National Cylinder Gas Co. — Tha Poretion 
third largest manufacturer ofXchange 
industrial gases in the Un tedended Se 
States, National Cylinder Gas haglarbonic 
strengthened its position n ansndustria 
kedly in recent years through pales of n 
sound program of diversification) »ét !ncom 
The company now makes a wid, Air, Pre 
line of equipment related to thegtowing 
use of industrial gases, and is acfse from 
tive in industrial constructiogf® More tl 
through its Girdler Division. Thig@S econ 
company designs and builds petroPXyzen 1 
leum, gas and chemical prox essfias yeen 
plants. tryogenic: 
National Cylinder Gas reportef@chnical 
rising sales in the first nin@@Mperatu 
months of 1957, more than 119#4Ung al 
ahead of the same period a yealPases. Ail 
earlier, with net profits rising t@Pecial nit 
$3.42 per share compared wit#'Y by de: 
$2.91 in 1956. The National Cylinf®4S'ng_ on 
der Gas Division, which has 5#4n¢ faci 
oxygen plants, reported the larg he burd 
est gain in volume. The managep'blem. 
ment of this company, which haf@!"ngs 
paid dividends continuously sinc#® ave 
1935, is well regarded, and fg®™pared 
nances are strong. er. Mod 
Air Reduction Co. — The fund#*e” paid 
mentals of the Air Reductio 
Company have been improving i 


















recent years as its diversificati¢ Appr 
program has been taking effec Corpe 
Particular progress has_ bee P 


made in building-up the liqui 
oxygen operation. This compan! 
which not only produces a wi 


line of industrial gases, but alg@*P#nd out 
fan expa 
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accounts for some 30% of t 
total domestic output of oxy 
and acetylene. 

Sales during the first thr 
quarterly periods of 1957 rose 
most 14% above year earli 
levels with earnings advanci 
slightly to $3.28 per share fro 
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, fo $3.21 a share in 1956. Profit mar- 
weragins narrowed slightly on the 
withneels of higher manufacturing 
.agand distributing costs and in- 
creased overhead. This company, 
1] infwith a sound balance sheet, has 
f the paid dividends since 1918. 
General Dynamics Corporation — 
some this giant of American industry 
niteg needs little introduction to today’s 
thar investor, who is no doubt well ac- 
nine quainted with General Dynamics’ 
y ye strong reputation in the atomic 
proj energy and missile programs. The 
thie Nautilus, the world’s first atomic 
term submarine, is a product of the 
since company’s Electric Boat Division. 
yn jp General Dynamics, which has in 
eriog the past few years followed a 
g9e)strong diversification program, 
acquired the Liquid Carbonic Cor- 
_ Thgporation on Sept. 30, 1957, by an 
r ofexcl ange of stock. For the year 
nitedended September 30, 1957, Liquid 
s hagearbonic, a top-flight producer of 
marandt strial gases, had reported 
igh gpales of more than $35 million and 
ation) net income of $3.5 million. 
wid. Air Products Co.—This rapidly 
o thagrowing company, whose sales 
is aarose from some $6 million in 1953 
.ctiogt? More than $30 million for 1957, 
-ppidhas become a major factor in the 
yetropxygen industry. The company 
‘oces@as been a pioneer in the field of 
tryogenics, the highly successful 
orte@echnical development of low 
nin@emperature equipment for sepa- 
110fating air into its constituent 
ases. Air Products has found a 
pecial nitche in the oxygen indus- 
ary by designing and building or 
easing on-location oxygen gener- 
ting facilities, which by-passes 
he burdensome transportation 
roblem. 
arnings for 1957 are estimated 
) have reached about $1.70 
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be ompared with $1.65 a year ear- 
ler. Moderate dividends have 

undaeen paid since 1955. —END 

ictic 

ing 

cati’ ~=Appraising Year End 


Corporate Statements 





(Continued from page 579) 


sxpand output to meet the needs 
f an expanding population. 
Plus as well as minus factors 
hould be weighed in judging the 
ourse ahead for individual com- 
anies. 

Despite much evidence to the 
ontrary, there are those who in- 
st that the current recession is, 
essence, an inventory adjust- 
ent following a period in which 
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production exceeded demand. 

Such a view appears to be that 
of United States Steel, Bethle- 
hem and National, who with oth- 
ers, increased the capacity of the 
steel industry in 1957 to 140,742,- 
570 tons, a new high and a rise of 
7,300,000 tons for the twelve 
months. 

Moreover, U.S. Steel is still ex- 
panding. It has authorized new 
projects on its books which will 
require $700,000,060 to complete. 

Currently lower operations will 
chip earnings of the majority of 
steel companies in the final 1957 
quarter and early 1958 months. 
The bigger companies, however, 
may show better profit margins 
than the smaller ones. Those with 
newly-constructed plants can pro- 
duce ingots and castings at unit 
costs substantially below those 
for plants built five years or 
longer ago. They will be able to 
keep costs down by concentrating 
production in low cost mills. 

General Motors, Ford and 
Chrysler, like the steels, face 
smaller sales and profits during 
the recession days still ahead. 

At the start of the year, dealer 
inventories of new cars totaled 
637,720 units, including 65,000 
holdovers from the 1957 model 
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vear. This was the equivalent of 
about 46 days’ supply at the cur- 
rent rate of sales. 

Some say retail auto sales dur- 
ing the next four months will not 
exceed an annual rate of 4,800,000 
units, which would be substan- 
tially below last year’s actual 
sale sof 5,900,000. 

However, if a strike in the 
auto industry is on the way, 
any cars stockpiled now in excess 
of consumer demand will be re- 
garded as “insurance” against a 
labor shutdown, should it come. 

What happens in autos and 
steels is stressed because trends 
in these two key lines frequently 
affect as much as one-third of the 
entire economy. 

In addition to 
steel companies, lower earnings 
appear probable in the period 
ahead for copper producers. Ana- 
conda, Kennecott and American 
Smelting all have cut back opera- 
tions, with the hope that the red 
metal may be stabilized in price 
somewhere in the vicinity of 25 
cents a pound. 

Anaconda and Kennecott, both 
low-cost producers, will be able 
to make money at such a price, 
but until copper supplies in user’s 
hands have been whittled down 


the auto and 
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from present levels, sales and 
earnings will be below 1957. 


Stability in Consumer Goods 


There are, however, groups of 
companies in the American busi- 
ness skein whose sales and earn- 
ings should continue at high levels 
despite the recession. 

Sales in many consumer lines, 
including foods and some soft 
goods, remain high. 

Interim reports show that 
chains like Grand Union and Food 
Fair, which are continuing to add 
new supermarket outlets, should 
maintain sales and earnings at or 
close to record figures posted in 
1957. 

In the department store field, 
those retailing staple merchan- 
dise like Macy’s, Gimbels and Fed- 
erated Stores should do better than 
those emphasizing luxury or pre- 
mium-priced lines. 

In the beverage field, Canada 
Dry Ginger Ale, which set records 
in both sales and earnings in 1957, 
is planning new promotional ex- 
penditures to boost sales through- 
out the world this year. 

And companies in the aircraft 
and missiles field are becoming 
beneficiaries of new orders which 
over the long-term have a high 
potential. 

Douglas Aircraft has been given 
a production contract for the 
Thor missile. General Dynamics 
has one contract for the Atlas. 
Lockheed is said to be in line for 
production contracts, coming any 
day, for the Navy’s Polaris. 

Prospects for American Air- 
lines, United, Eastern, Northwest 
and Trans World, can improve if 
the lines get an upward rate ad- 
justment this year. Last year, a 
plea for a rate increase was de- 
nied by the CAB. However, then 
the Administration was more in- 
terested in holding down inflation 
than in granting an airline rate 
increase to offset higher operat- 
ing costs. 

-aper companies, like Union 
Bag, West Virginia Pulp & Paper, 
and others in the field were hit 
by the inventory-adjustment re- 
cession last year while they were 
in the midst of expansion pro- 
grams. Because the recession be- 
gan earlier in paper than in many 
other ‘ines, recovery may come 
sooner ii business looks up. . 

In the 1958 outlook for indi- 
vidual companies, keep in mind 
that this will be a year in which 
another round of wage increases 
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will be asked in many basic lines. 

If wage rises should be accom- 
panied by new broadened Federal 
spending for missiles and other 
defense needs, outlays for roads, 
and other projects, a new infla- 
tionary wage-price rise could be 
in the making. 

Dollar volume of sales might 
be enhanced by such an inflation, 
but from the standpoint of pur- 
chasing power, the dollar wouldn’t 
buy less. 


The Higher Cost Problem 


A 1958 wage-price spiral would 
add to the current corporation 
problem of keeping costs under 
control. 

There were companies, in 1957, 
however, that did an outstanding 
job in battling higher costs. 

Firestone Tire & Rubber, to take 
an example, maintained a fairly 
stable profit margin and antici- 
pates good business in 1958. Sales 
for 1957 totaled $1,158,844,304, 
contrasted with $1,115,179,783 a 
year earlier. The company carried 
$61,692,152 or $7.32 a share down 
into net, compared with $60,538,- 
848 or $7.43 a share in 1956. The 
1957 profit margin was 5.3 per 
cent, only a shade under the 5.4 
per cent for the preceding year. 

Firestone’s sales prospects 
should be enhanced by an extra- 
ordinary strong demand for re- 
placement tires this year, and 
tires are a big part of the com- 
pany’s business. With the uncer- 
tainty about the industrial out- 
look, many a car owner will elect 
to buy a set of new tires for his 
present car, rather than load him- 
self with three years’ of install- 
ment payments on a new auto. 
Around 80 per cent of the nation’s 
workers ride to their jobs in auto- 
mobiles, and for them a car is an 
essential. Those employed in areas 
where workers have already been 
effected by lay-offs or a shorter 
work week won’t be too unhappy 
about driving their present cars 
another year. 


Company Reports 


International Business Machines 
Corp. — Biggest of the office equip- 
ment makers, International Busi- 
ness Machines pushed its gross 
income from sales and earnings 
in the United States to $1,000,- 
431,597 last year, compared with 
$734,339,780 in 1956. Net income 
at $89,291,589 was equal to $7.73 
a share, contrasted with $68,784,- 
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510 or $6.55 in 1956. The 1957 net 1,171,3: 


income figure included $3,927,0008 0, cent 
the company received from out-B» 1956 
right sale to customers of punched, large 
card accounting and data process-j¢ const 
ing machines previously leased td eryice p 
them. (p00 ran | 

The bulk of IBM’s revenues, Sales « 
however, continue to flow in fromlpther har 
rentals and servicing of machines,to the ge 
Its large-scale computers are used}662,000 1 
by both commercial and scientifich956é. Fa: 
or engineering calculating staffs exceeded 
and its current sales stem fromfgood far 
lange backlogs of both civilian :ndfgeen as a 


creased demand for compu‘ers 
may be expected as missile } ro- 
grams are quickened. mec ianiz 
The 1957 report pointed out} Net in 
that during 1956, the method off620,283, ¢ 
calculating depreciation for rentalper cent t 
machines produced since Januaryp3.15 for 
1, 1956 was changed from the While 
straight line to the sum of thefarm img 
years-digits method. This cha igepver-all sz 
resulted in a reduction in net infof last ye 
come of $11,438,518 for 1957, andamount o: 
a drop of $4,264,688 in the 195ifhome buil 
net income figure. hat come 
Douglas Aircraft Co. — A leacing™nd for 
plane producer, Douglas Aircratt’'¢ America 
operations were seriously affected 
by the Defense Department’ eld of au 
stretch-outs and cutbacks in mili 
tary orders. The company’s sale 
in 1957 reached a =e peak 0 511,800,00 
$1,091,366,415, a rise of 1.7 pep’%676 in 
cent over the $1,074,681,557 fopet_ Share 
1956, the previous high. Ne 00, agal 
profits at $30,665,000 or $8.28 g# 1957 w 


$33,202,000 or $8.96 a share ip®. 
1956. The company in Januar 
halved the extra dividend of 5 
cents a share it had been paying 
every quarter for nearly thre 
years, although it is maintaining 
the regular quarterly dividend 0 
50 cents. The cut was dictated by 
cutbacks in military orders, nee 
to conserve funds to meet inf!00 for 
creased costs in developing th@’W has : 
new DC-8, expected heavy write alled and 
offs on the DC-8, anticipation ofet for | 
lower deliveries in 1958 of comp2Spotter 
mercial planes, and prospect of need by tl 
further decline in earnings. vailable t 
The company’s backlog of oF 
ders stands at around $1,803,620, 
000, of which 49 per cent is milf, fee 
tary and 51 per cent commercia bean a, 
The backlog a year earlier wa ow that it 
$2,232,000,000. The company h onths of | 
firm orders for 134 of its DC-& This j 
International Harvester Co.—Tiey, 4/5 I 
- i the 1957 
nation’s langest producer of far 
machinery, International Ha ne many 
vester’s sales in 1957 aggregatthe next iss 


ha usag 
inspotters 
rise of 


any’s othe 


MAGAZINE OF WALL STREE BRUARY 1 





§ 


; netiis1, 171,388,639, a decline of 6.4 
/000h er cent under the $1,252,079,066 
Out-Mor 1956. The dip was attributed 
chediin large part to a decline in sales 
ceSSf construction equipment and 
(| Wservice parts, which at $154,053,- 
'900 ran 26 per cent below 1956. 
ives, Sales of farm tractors, on the 
fromiother hand, showed a rise counter 
ines,ito the general trend, and at $195,- 
used)662,000 were 8.8 per cent above 
ifieh}956. Farm implement sales, too, 
vaffsfexceeded a year ago. Continued 
fromjgoo’ farm equipment sales are 
n as a result of increases in the 
in-Pprices of farm commodities, good 
oisture conditions, and the trend 
-townrd larger farms using more 
eciianized farming tools. 
Net income for 1957 at $45,- 
120,283, or $2.88 a share, was 8.1 
r cent below the $49,618,709 or 
$83.15 for 1956. 
While a stable demand for 
arm implements is anticipated, 
ver-all sales comparable to those 
Jof last year will depend on the 
amount of highway construction, 
frome building and airport work 
hat comes along to improve de- 
and for construction equipment. 
American Machine & Foundry Co. 
This company, a leader in the 
eld of automatic specialized ma- 
‘thines, estimates that its net 
rofits for 1957 totaled around 
11,800,000, compared with $8,- 
75,676 in 1956. This would put 
r share earnings for 1957 at 
50, against $3.03 in 1956. Sales 
n 1957 were over $260,000,000, 
wompared with $198,057,542 for 
M956. 






























re . . P i. . 
‘uarg, 4 Substantial rise in profits in 
f 5 he three final 1957 months came 


rom an increase in revenues 
tom automatic bowling alley pin- 
potters which the company leases 
nm a usage basis. Production of 
inspotters in 1957 was 12,000, 
rise of 16 per cent over the 
0,000 for 1956. The company 
w has 30,000 pinspotters in- 
alled and leased. The production 
inget for 1958, however, is 7,000 
nspotter units. Sales are influ- 
nced by the tightness of money 
vailable to persons desiring to 
pen bowling alleys. Demand for 
wling equipment and the com- 
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pe any’s other products — tobacco 
= ‘a chinery and dispensing equip- 
Tr’ 


ent for restaurants —is slower 
ow that it was in the first nine 
onths of last year. 

This is Part I of an analysis 
the 1957 annual reports of in- 
_fustrial companies. Part II, cov- 
‘fing many more, will appear in 
e next issue. —END 


en 1, 1958 





General Mills 
... from Food Stuffs to 
Automation 





(Continued from page 577) 


a highly specialized nature for 
the atomic energy program. Other 
products include automation 
equipment, aircraft instruments, 
strato-balloons and related in- 
struments and services, special 
fire-control and armament sys- 
tems for the Air Force and Navy 
plus other devices and systems 
that come under tight security 
wraps. While this division con- 
tributed only $20 million to total 
sales last year, brighter prospects 
for the future can be seen in 
General Mills’ plans to expand 
the Mechanical Division in the 
near future. 


Exploring the Atom 


The vast potential for sales and 
profit which the domestic and 
foreign boom in nuclear power 
stations will offer has not been 
overlooked in General Mills’ plans 
for keeping products as well as 
ideas abreast of the times. Only 
a few months ago General Mills 
announced the formation of a 
Nuclear Equipment Department 
as a part of the company’s Me- 
chanical Division. This announce- 
ment was the culmination of 
nearly a decade of experience in 
designing and building remote- 
control manipulators for “hot 
cell” work. 

One of General Mills’ leading 
contributions to the U.S. nuclear 
industry is the company’s cele- 
brated ““Mechanical Arm” manip- 
ulator. This is a mobile device 
familiar to all who have seen 
films of mechanical arms and 
hands working in a radioactive 
atmosphere at the bidding of a 
human operator who controls the 
mechanica] arm from a shielded 
location. At present the Nuclear 
Equipment Department is work- 
ing with many of the power com- 
panies now building or planning 
nuclear generating plants. In the 
next few years such plants are 
expected to develop into a major 
market for the Mechanical Arm 
and associated nuclear handling 
equipment. Plans also call for add- 
ing other nuclear products in the 
near future. 

Another potentially lucrative 
market will unfold for General 


Mills when nuclear-powered air- 
craft become a reality. Inasmuch 
as the maintenance of these air- 
craft will depend on manipulators 
controlled from remote locations, 
the company has prepared for 
the nuclear-powered aircraft by 
designing mobile, aircraft-mainte- 
nance units. Moreover, the entic- 
ing lure of vast foreign markets 
has prompted General Mills to 
appoint a German firm to handle 
sales of General Mills nuclear 
products in Europe. Another Ger- 
man firm, Schering A.G. of Ber- 
lin, has been named exclusive 
distributor of General Mills’ 
Versamid polyamide resins in 
Germany and Austria. 


Chemical Inroads 


General Mills’ Chemical Divi- 
sion is not taking a back seat in 
the friendly intra-company com- 
petition for the U.S. consumer’s 
dollar. While the company’s 
chemical products are not as 
glamorous nor as fraught with 
intimations of an interplanetary 
future as those of the Mechanical 
Division, they constitute a grow- 
ing source of revenue. The Chem- 
ical Division produces a line of 
organic chemicals for industry 
which includes methyl esters, 
fatty nitrogen compounds and 
vegetable sterols. These products 
find a wide range of uses in soaps, 
detergents, cosmetics, textile spe- 
cialties, ore flotation, alkyd res- 
ins, surface active agents, oil 
additives and chemical interme- 
diates. The Special Commodities 
Division, moreover, produces and 


sells commercial vitamins and 
vitamin concentrates, wheat 
starches and proteins, wheat 


germ oil, monosodium glutamate, 
glutamic acid and guar gum. 
The other divisions—Feed and 
Soybeans—round out the General 
Mills organizational structure and 
add considerable flesh and sinew 
to the company’s sales and profits. 
These two divisions in 1957 ac- 
counted for $99 million in sales, 
a modest decline from the high 
of more than $109 million in 1953 
when feed sales soared to a 
healthy $91 million. But at that 
time soybean sales accounted for 
only $18.5 million of the total, as 
against $26 million last year. 
Furthermore, the growing con- 
sumption of soybeans here and 
abroad and their widespread use 
in industry offer considerable as- 
surance that sales of soybean 
products may set a _ successive 
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E€ CONTINENTAL 
zg, CAN COMPANY, Inc. 
165th 
COMMON DIVIDEND 

A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable March 15, 
1958, to stockholders of 
record at the close of bus- 
iness February 21, 1958. 


53rd 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93%4) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable April 1, 1958, 
to stockholders of record 
at the close of business 
March 14, 1958. 


6th 
SECOND PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.12) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
Company has been de- 
clared payable March 31, 
1958 to stockholders of 
record at the close of bus- 
iness February 28, 1958. 


LOREN R. DODSON, 
Secretary 








series of records in the years to 
come. The Soybean Division has 
set its sights on increasing pro- 
duction and sales of soybean oils 
for use in foods, paints and chem- 
ical products. The record U.S. 
cattle population on farms today 
may help General Mills’ Feed 
Division attain or surpass the 
previous high sales of $91 million. 
A good portion of this gain, how- 
ever, may be accounted for by the 
Soybean Division’s own soybean 
meal, an increasingly common 
feed on American farms. 


The Promise of the Future 


These are all substantial and 


wisely diversified blocks upon 
which to erect a prosperous fu- 
ture. Furthermore, basic eco- 
nomic forces are working in fa- 
vor of most of General Mills’ 
products. The international boom 
in nuclear power facilities and 
the growing demand for missiles 
are no small consolation to the 
Mechanical! Division. Vitamin and 
feed sales are rising in conjunc- 


tion with the increase in U.S. 
human and cattle population. 
Similarly, a larger population 


will help offset the steady decline 
in per capita consumption of 
flour. At the same time the Amer- 
ican public, particularly that 
steadily increasing portion under 
15 years of age, will use greater 
quantities of “convenience foods” 
made from cereal grains, includ- 
ing ready-to-eat cereals, cake 
mixes, prepared biscuit mixes 
and refrigerated mixes. 

One important factor in favor 
of food sales is the likelihood that 
the U.S. consumer will spend 
more on food, now that the de- 
mand for durable goods has been 
satisfied. Expansion of General 
Mills’ package food line, then, 
will be an important growth ac- 
tivity in the years ahead. New 
products devised by research or 
acquired from other sources will 
be added to existing ones. In ad- 
dition, the company anticipates 
a steady growth in the volume of 
present products. 

Population increases and ris- 
ing consumption of meat, poul- 
try, eggs and dairy products will 
provide a healthy climate for in- 
creasing General Mills’ formula 
feed sales. Mass production tech- 
niques for raising broilers as well 
as Other poultry and animals have 
stimulated the use of standard- 
ized feeds. The company intends 
to increase its share of the feed 
market by improving its service 
to the farmer and by increasing 
its advertising and promotion. 
Future investments in smaller, 


CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per share 
on its Common steck, payable March 10, 1958, to stock- 
holders of record at the close of business February 14, 1958. 


ERLE G. CHRISTIAN, Secretary 
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strategically located plants als 
will help lower costs and improve 











service. 


Strong—Sound, Financial Position 


Furthermore, General Mills i; 
as strong financially as it is prod. 
uctwise. One vital factor whic! 
is particularly favorable to the 
company in these days of rising 
wages is the fact that most of the 
activities in which General Milk 
is engaged have low labor cost: 
in relation to sales. Althoug! 
wage scales were at high level 
last year, total] labor costs took 
only 14.2c of the average sales 
dollar. 

General Mills’ capital structure 
is eminently sound while its earn. 
ings and dividends record affor 
the company’s stock a good in, 
vestment grade status. The com 
mon stock is a high grade issud 
with a total equity value of al 
most $114 million, including re 
invested earnings of $74.8 mi 
lion. The common stockholder’ 
equity now represents 84% 0! 
net worth. 

The growth aspects of the com 
pany are enhanced by Genera 
Mills’ policy of diversifying an 
expanding with internal fund 
derived from reinvested earnings 
To date, reinvested funds havé 
averaged 37% of net earnings 
However, these needs have née 
interfered with the compellinj 
policy of consistent regular com 
mon dividends. These have aver 
aged 57% of available earning 
in the last five years. 

Earnings for the fiscal yea 
ending May 31, 1958 are expecte 
to be above the $4.88 per commo 
share earned the previous yea! 
Thus, there is little question « 
the company’s ability to maintai 
its regular quarterly dividend ( 
$0.75. Moreover, it is to be note 
that General Mills has never r¢ 
duced the regular dividend on¢ 
a new rate has been establishe 

EN 





For Profit and Income 
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their final bottoms have yet bee 
seen. A partial list of examp! 
includes Amerada, American Vi 
cose, Borg-Warner, Chrysler, Ge 
eral Motors, Halliburton, Co 
tinental Oil, Gulf Oil, Kais 
Aluminum, International Nick 
and Outboard Marine. EN 
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Federal Road Building 
Program 





(Continued from page 569) 


and Florida the net effect was 
enough to cancel out total federal 
allotments for the year. 


Money—Money—Money 


The drop in state and local 
revenues is particularly depress- 
ing in light of the prop increased 
spending was expected to provide 
for the economy in 1958. It means 
more attempts at deficit financing 
for these governmental units on 
top of the $52.5 billion they al- 
ready owe, at a time when the 
market for tax exempt securities 
is rather sticky. 

What is most disturbing to the 
states and localities is the diver- 
sion of the funds arising from the 
program. Easier access to major 
cities carries the threat of traffic 
jams, and is forcing cities into 
street-widening projects, expan- 
sion of parking facilities, and 
complete revision of traffic control 
systems. The cost of these changes 
is not included in either the net- 
work program or the 50-50 aid 
program, throwing the onus com- 
pletely on the local units. And 


when cities take a look at their 
existing financial obligations: the 
$14 billion dollars owed for pub- 
lic schools, the $10 billion debt 
already on the books for streets 
and the $3.5 billion owed for sew- 


age disposal systems, many a 
municipality is in a desperate 
plight. 


Toll Roads Offer No Solution 


In light of these problems, state 
officials frequently cast an envi- 
ous eye at the toll roads, but in- 
vestigation of the possibilities 
usually leads to quick disillusion- 
ment. For one thing a number of 
existing toll roads are experienc- 
ing unexpected difficulties — and 
they already span the prime 
routes that can be expected to gar- 
ner the maximum traffic. Recog- 
nition of troubles for the toll 
roads has seeped into securities 
markets, depressing some of the 
major issues (see accompanying 
table) and creating an unattrac- 
tive framework for floating new 
if an economically 


bonds, even 
feasible route could be worked 
out. 


Toll roads have the obvious ad- 
vantage of being self-support- 
ing, but many are not working 
out that way for several reasons. 
Basically, the original section of 
the Pennsylvania Turnpike and 

















Name of Issue 


FLORIDA TURNPIKE 3's 1995! 

ILLINOIS TOLL ROAD 334s 1995 
INDIANA TOLL ROAD 3'2s 1994 

KANSAS TURNPIKE 34s 1994 

KENTUCKY TURNPIKE 3.40% 1994 

MAINE TURNPIKE 4s 1989 

MASS. TURNPIKE 3.30s 1994- 

NEW JERSEY TURNPIKE 3'4s 1995 

| OHIO TURNPIKE 3'4s 1992 

| PENN. EAST-WEST TNPKE. 3'4s 1988" 
PENN. TNPKE. NO.-SOUTH EXT. 3.10s 1993? 
RICHMOND-PETERSBURG (VA.) 3.45s 1995 
TEXAS TURNPIKE 2%s 1995° 

WEST VIRGINIA TURNPIKE 334s 1989 


(a)—Road not yet open. 
| From data compiled by Wood, Struthers & Co. 





Data on Toll Road Revenue Bonds 


1—Opened Jan. 26, 1957. “—Opened May 16, 1957. “—East West toll road from N. J. to Ohio 
4—North-South toll road from Scranton to Phila. 
$449.0 mil. but these bonds have a prior lien. “~—Once the bonds on the East-West Pa. turn- 
pike are retired, earnings from that pike accrue to the North-South turnpike. Retirement 
expected in approx. 9 years. "—Total debt $58.5 mil. ’—Total debt $133.0 mil. *—High 
price was reached in 1956, low in late 1957, except as noted 


Estimated 
1957 1957 
Interest Interest 

Amt. Out- (Coverage Require- 1956-1958 
standing (No. of ments Price Range* 
(million $) Times) (Million $) High Low Last 

71.8 1.15 2.3 96 79 87 | 
377.0 a a 1Ol'2 68 80 
280.0 070 9.8 103% 76 89% | 
156.2 0.55 49 9454 67 72 

38.5 1.05 1.3 100's 78 90'2 

78.6 1.00 3.1 1032 80'2 88'2 
239.0 - 7.9 102 80 91'2 
220.0" 190 13.4 106'2. 90 =+101 
330.0 1.35 10.9 10234 81 9134 

776 450 48 106% 98 102 | 
298.0 040° 9.1 1052 78 88 | 

69.0 a a 101 77‘2 88 

43.5° " 17 96 70 81 

96.0" 0.60 5.1 76 43'2 51 
ila. "Opened Aug. 27, 1957. “—Total debt 

t—Low reached in 1956. 
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YALE & TOWNE 
Declares 280th Dividend 
37'2¢ a Share 


On Jan. 23, 1958, 
dividend No.280 
of thirty-seven 
SS and one-half cents 
per shore was 
declared by the Board 
of Directors out 

of past earnings, 
payable on 

April 1, 1958, to 
stockholders of record 
at the close of business 
March 13, 1958. 


veut 
\ 











Wm. H.MATHERS 


Vice-President and Secretary 


THE YALE & TOWNE merc. co. 


Cash dividends paid in every year since 1899 
_ 











ae 
AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


Manufacturers of Ceramic 
Wall and Floor Tile 















































$25 









































1} 


COMMON STOCK DIVIDEND © 4 


Declared January 15, 1958 
15 cents per share }—F cea 
Payable February 28, 1958 - 
Record Date February 14, 1958 

















America’s Oldest Name in Tile 
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explains why the 
area we serve 
offers so much 
epportualty 
to industry. 
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Serving in Utah - Idaho 
Colorado - Wyoming 


60} 





the newer Jersey Turnpike—New 
York State Thruway and Ohio 
Turnpike — are doing well, — but 
even these are not coming up to 
expectations in meeting the finan- 
cial requirements. Passenger car 
travel is excellent, and occasion- 


ally better than anticipated, but 








DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors 
today declared a quarterly 
cash dividend of 45 cents per 
share on the common stock 
of the Company, payable 
March 5, 1958, to stockhold- 
ers of record at close of 
business January 24, 1958. 





LOUIS B. GRESHAM, 
Jonuory 14, 1958 Secretary 

















National 
Distillers 

and 
Chemical 


aD 
Corporation 


DIVIDEND NOTICE 


The Board of Directors has de- 
clored a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on 
March 3, 1958, to stockholders 
ef record on February 11, 1958. 
The transfer books will not close. 
PAUL C. JAMESON 


January 23, 1958. 








Treasurer 








73rd REGULAR DIVIDEND 


The directors, on January 17, declared a 
reguior quarterly dividend (No. 73) of 
thirty-three (33) cents per shore on its com- 
mon stock, payable March 15 to shore- 
holders of record February 7. The quarterly 
dividend (No. 11) on the 4% per cent 
Cumulative Preferred Stock, Series A, at 

28 Yeth cents per share, and the quarterly 
dividend (No. 11) on the 5% per cent 
Cumulative Convertible Second Preferred ; 
Stock Series of 1955, at 41 4th cents per 
} share. each will be paid on March } to 
# shoreholders of record February 7 

| W. D. FORSTER. Secretary 
, January 17. 1958 


| SUNRAY MID-CONTINENT 


. Od Company 
5 SUNRAY BLDG TULSA, OKLAHOMA 
ee ce oe 
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truck traffic, the bread and butter 
business, is far below estimates 
and shows no signs of increasing. 

Reason is that the planners 
had assumed that unencumbered 
travel at high speed would be a 
blessing and a cost saver for the 
hauler. It hasn’t worked out that 
way. Drivers are generally paid 
per trip, not per hour so no sav- 
ings can be effected here. More- 
over the truckers found that gaso- 
line consumption and wear and 
tear on tires at consistently high 
speeds virtually offset shorter 
running time advantages. But 
most importantly, the truckers 
found that with much passenger 
vehicle traffic channeled into the 
toll roads, traffic conditions on the 
old highways eased sufficiently to 
make truck travel economical and 
more efficient. Under these condi- 
tions the toll rates are an unneces- 
sary expense, which transport 
operators are avoiding. 

At the same time, however, the 
trucks are continuing their wear 
and tear on the older roads, keep- 
ing maintenance costs, which 
must be borne by the states alone, 
at high levels. 


Stretch Out Probable 


In view of these factors, future 
toll road construction is extremely 
doubtful. Projects in process will 
be completed in the hope of reim- 
bursement from the federal gov- 
ernment, but the recent announce- 
ment that the West Virginia Turn- 
pike Authority may have to de- 
fault on its interest payments 
sounds the death knell for addi- 
tional projects on non-prime 
routes. 

What then is the status of the 
full $100 billion program? As 
stated the 41,000 mile (and per- 
haps more) interstate net seems 
assured of completion. The other 
segments however have a rockier 
road to travel. Cognizant of the 
difficulties either encountered or 
expected, a stretchout to 25 years 
has been proposed to lighten the 
yearly financing burden and to 
provide a longer time for con- 
struction funds to be built up 
from tax revenues. In reality, 
however, such a _ postponment 
might as well be indefinite. Some 
states have passed laws prevent- 
ing diversion of highway funds 
into other areas, but usually they 
lack teeth, so there is not too 
much hope for a real reversal in 
the trend. 


THE 


Thus the ultimate impact on 
the economy is very much in 
doubt. If construction plies along 
approximately on schedule it will 


undoubtedly inject much new 
money into the business stream. 
But it may at the same time so 
tax the financial resources of the 
states and municipalities that 
other public works projects will 
suffer. If it is stretched out, ‘t 
will probably lose its identity 2s 
a cohesive program. END 





The Dividend Outlook 
For 1958 





(Continued from page 566) 


excellent chance for stable pay- 
ment rates in the period ahead 
regardless of overall economic 
conditions. A few, such as Ne- 
tional Biscuit, Procter & Gamble and 
American Home Products have truly 
outstanding records and offer the 
additional attraction of reason- 
able growth over time. 

American Home Products, for 
instance, a very successful pro- 
ducer of ethical and proprietary 
drugs has repeatedly demon- 
strated its ability to develop and 
successfully market new products. 
Moreover, it has managed to ac- 
quire several smaller companies 
without taxing or impairing its 
excellent financial structure. Divi- 
dends paid each year since 1919, 
have averaged a high 67% of 
available earnings in recent years. 
Currently, disbursements are 
made monthly. 

Most industrial companies can- 
not present such a stable earn- 
ings/dividends record however. 
Nevertheless the list of companies 
with stable prospects in 1958 need 
not be confined to those linked 
closely to the consumer’s dollar. 
General Electric, despite its tradi- 
tionally narrow dividend coverage 
has repeatedly worked near mir- 
acles with a low cash position, and 
Westinghouse, rebounding strong- 
ly from adversity, seems on the 
way to permanent recovery. 


Those Dwindling Profit Margins 


For many other industrial com- 
panies, however, the declining 
profit margin trend which was 
accelerated all through 1957 may 


reach critical proportions in 1958. | oy Se 


Some secondary steel producers, 
such as Pittsburgh Steel, have a - 
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There ts ae service mare practical... from our initial buying prices. 
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ready announced that dividends 
will be omitted in the first quarter 
of 1958, and other high cost pro- 
ducers are treading in deep water. 

In general, the larger, more ef- 
ficient companies will be better 
able to maintain margins, but 
liquidity considerations are likely 
to become more important to man- 
agement in the competitive period 
ahead. Thus, even where earnings 
warrant high dividends, there 
may be a number of shaded pay- 
ments in 1958. In fact, last week 
Douglas Aircraft, after announcing 
record earnings, cut its 50¢ extra 
to 25¢ largely because of cash 
difficulties resulting from the 
stretchout of some government 
progress payments. 


Companies With Good Dividend 
Prospects 


Despite the generally depressed 
state of business activity, several 
industries continue to perform ex- 
ceedingly well, and move into 1958 
with sufficient momentum to jus- 
tify the hope for better dividend 
treatment during the year. Nat- 
urally, much will depend on how 
deep the recession actually goes, 
since a serious slide could induce 
caution in even the best situated 
industries. But barring any un- 
foreseen catastrophes, selected 
companies could fare very well. 

Foremost among the better sit- 
uated groups are the tobacco com- 
panies (see ‘Which Tobacco Will 
Lead In 1958’ on page 582 of this 
issue). Reynolds (R. J.), with stead- 
ily widening covering for its $3.60 
annual payment and Lorillard (P.) 
with its excellent 1957 record and 
an improved trade position could 
increase disbursements this year. 

Among the food chains, several 
companies have been scoring con- 
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A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able March 13, 1958 to 
stockholders of record at the 
close of business on Febru- 
ary 28, 1958 
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sistently good year-to-year gains 
and may pass some of the im- 
provement along to stockholders. 
Grand Union, an aggressively ex- 
panding corporation has_ kept 
cash payout low, preferring to 
supplement payments with stock 
dividends. Nevertheless the cash 
rate has been frequently increas- 
ed as earnings climbed, indicating 
that higher payment may be 
ahead. In the first nine months of 
1957, Grand Union earnings ad- 
vanced almost 17.5% to $1.87 per 
share from $1.69 last year on a 
13.7% increase in sales. The bet- 
ter profit margin showing is ex- 
pected to continue into 1958. 

National Tea also has been wid- 
ening its dividend coverage from 
year-to-year, and Safeway Stores, 
justly proud of its record $2 bil- 
lion in sales for 1957, may also 
give stockholders cheering news 
in 1958. 

In the drug group, the consis- 
tently high level of performance 
by most companies makes for an 
attractive dividend picture in the 
year ahead. Warner-Lambert in 
particular, benefiting from both 
the rising demand for ethical 
drugs and the stable consumption 
of toiletries, cosmetics and propri- 
etary drugs, has been widening 
its profit margins consistently. In 
the nine months ended September 
1957, a 16.5% sales increase was 
translated into a 30% rise in 
profits, bringing the nine month 
total to $3.78 per share from 
$3.33 a year ago. At the present 
rate of growth, earnings should 
approach $6.00 per share in 1958, 
making a dividend hike to $3.00 
from the present $2.50 rate, a 
distinct possibility. 

In a special category, Brunswick- 
Balke-Collender seems in line for 
better dividends. Since deficit op- 
erations in the first quarter of 
1956, earnings have bounded 
steadily upward and should reach 
$4.75 per share for the full year 
1957, compared with $3.08 in 
1956, $1.26 in 1955 and 55¢ in 
1954. Output of bowling alley and 
school equipment has scored sharp 
gains and with the outlook still 
good, the $1.00 dividend rate, 
which is well below the average 
50% payout the company has 
maintained in the past, may be 
upped. This is however a specula- 
tive situation. 

Listed in the accompanying 
table are ten stocks with rela- 
tively poor prospects for 1958. It 
should be emphasized however, 
that they are merely representa- 


THE 


tive of a host of others in th 
same boat. 

In the most tenuous catego 
are the building materials and 
supply companies, such as Certai 
teed Products and American Radic 
tor & Standard Sanitary. Busines 
is not good for companies of thig 
type, despite the steady tone fo 
the construction market as 
whole. Forecasts for the group 
must be hedged, however, against 
the possibility of an upturn it 
new housing starts. Without i 
both companies, which have had 
serious profit margin troubles in 
the past, must be considered 
doubtful dividend candidates. 

Secondary producers of metals 
products will also find the sled. 
ding rough in the year ahead. As 
mentioned Pittsburgh Steel hag 
omitted its dividend, and others, 
such as Detroit Steel are feel 
ing severe strains. Bohn Aluri- 
num & Brass, despite attempts to 
unload inefficient operations will 
cover its already reduced dividend 
by a very narrow margin, enhane- 
ing the possibility of a further 
cut. Much the same is true of 
Scovill Mfg., another important 
producer of copper and brasg 
products. After a relatively satis- 
factory first quarter in 1957, sales 
and earnings fell off sharply in 


the balance of the year making it 
doubtful that the $2.00 regular 


dividend will be covered. Cash 
position is fair, but not really ade- 
quate to warrant the continuance 
of 50¢ quarterly. 

In general, investors seeking 
dividend stability will have to 
turn to the traditionally stable 
performers in the food, utility and 
retail groups. Nevertheless, as 
pointed out here, selected compan- 
ies in many industries should con- 
tinue to perform well as long as 
the economy maintains some sem- 
blance of remaining on even keel. 

END 





As I See It! 


(Continued from page 557) 
that with the uncertainty and 
conditions prevailing in this coun- 
try there should be a flow of capi- 
tal where it can secure a much 
greater return than it can in the 
United States. 

However, in view of uncertain 
financial conditions in the various 
countries, great care must be ex- 
ercised in making commitments.§ 
It is well to bear in mind that 
substantial American funds were 
lost in Canadian issues. END 
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